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“FOR A WHILE, MR. PEABODY, YOU SEEMED TO FROWN ON 
SUGGESTION TO CHANGE TO AJR CIRCUIT BREAKERS. NOW | FE 
THAT I'M GETTING SOMEWHERE WITH YOU!” 








Ordinarily, there is no need for s 
powerful argument to demonstrate t 
value of air in electrical protecti 
You just consult the record of |- 
circuit breakers and switchgear. 


I-T-E CIRCUIT BREAKER CO. 


AIR CIRCUIT BREAKERS AND SWITCHGEAR @ mg 
1899 HAMILTON ST., PHILADELPHIA, PA. 
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Fie. expert advice on the safe, economical, efficient per- 
formance of his gas-burning appliances in home, store, or 
factory—the consumer depends on you. What more funda- 
mental advice can you give him than the recommendation of 
uniform gas supply by the use of a reliable pressure regulator? 
This gets at the source of many possible complaints — and 
especially those regarding fuel bills. 


Barber Regulators are precision devices, dependable in 
operation, long lasting, accurate, troublefree. Built with high- 
grade bronze bodies, brass working parts, phosphor bronze 
springs;pon-deteriorating diaphragms (for Butane-Propane 
or bottled gases, regulators are supplied with specially treated 
diaphragms). Use Barber Pressure Regulators on appliances 
which you install or sponsor. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BARBER -accine REGULATORS 


larber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








SEI 


Editor—Henry C. Spurr 
Associate Editors—E.itswortH Nicuots, Francis X. Wetcn, Nett H. Durry 
Financial Editor—OweEn Ety 
Assistant Editors—M. C. McCartuy, A. R. KNIGHTON 


Public Otilities 
Fortnightly 
g 


VOLUME XXIX February 12, 1942 NUMBER 4 


Contents of previous issues of Pusiic UrTititizs FortNIGHTLY can 
be found by consulting the “Industrial Arts Index” in your library. 


Utilities Almanack : 
Dam Building (Frontispiece) 
War, Wages, and Strikes C. Emery Troxel 
Utilities after Pearl Harbor T.N. Sandifer 
Those Public Ownership Election Campaigns Alfred M. Cooper 
A Western City Revamps Its Municipal 

Utilities 
Wire and Wireless Communication 
Financial News and Comment 


What Others Think .. 


What to Do about Inflation 
Senate Debate on Wire Control Bill 


The March of Events 
The Latest Utility Rulings 
Public Utilities Reports 

Titles and Index 

















Pages with the Editors 
In This Issue 
Remarkable Remarks 
Industrial Progress 
Index to Advertisers a 
This magazine is an open forum for the free expression Bj opinion concerning public utility regula- 
tion and allied topics. It is supported by subscription and advertising revenue; tt is not the mout 
piece of any group or faction; it is not under the editorial supervision of, nor does it bear the 


endorsement of, “ organization or association. The editors do not assume responsibility for the 
Opinions expressed by its contributors. 


PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Publication Office . picivieaeas b Rare CANDLER BUILDING, BALTIMORE, MD. 
Executive, Editorial, and Advertising Offices MUNSEY BUILDING, WASHINGTON, D. C. 




















Pustic Uritities FortTNIGHTLY, a magazine dealing with the problems of utility regulation and allied 

topics, including also decisions of the regulatory commissions and courts, preprinted from Public Utilities 

Reports, New Series, such Reports being supported in part by those conducting public utility service, 

manufacturers, bankers, accountants, and_other users. Entered as second-class matter April 29, 1915, under the 

Act of March 3, 1879. Entered at the Post Office at Baltimore, Md., Dec. 31, 1936; copyrighted, 1942, by 
Public Utilities Reports, Inc. Printed in-U. S. A. 


PRICE, 75 CENTS A COPY ANNUAL SUBSCRIPTION, $15.00 
FEB. 12, 1942 4 





February 12, 1942 Public Utilities Fortnightly 





— 


easier threading Of | iwie:"te—s 


a ] 9 
small i e with this regrinding. . . . No. 30A 
threads %”, 12”, 34”; No. 


RIZEID No.00R 


Fe instance, fast change of die heads: 
in No. OOR they lock in or release by 
pull of ratchet knob; in Nos. OR and 
IIR they push out easily, snap in from 
either side, but can’t fall out. No bother 
with special dies for close-to-wall 
threads: regular 4%” to 1%” tool steel 
dies reverse easily; are quickly removed 





RIFEID 
3-Way Threaders 


Same speedy convenience 
as small ratchet threaders 


verse for close-to- wall 
threads, remove easily for 


31A, 4%”, %4” and 1”. 











* 


for regrinding, cut smooth accurate 
threads. Rug¢ged all-steel and malleable- 
alloy tools, extra long service, a pleasure 
to use. Conduit dies on order, handy 
carrier with complete sets—no extra 
cost. Try them at your Supply House. 


THE RIDGE TOOL CO., ELYRIA, OHIO 
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Pages with the Editors 


solation in the fact that the recent baffling 
developments in the affairs of our American 
labor union movement must be just as puzzling 
to our enemies as they are to us. First of all, 
there were the solemn declarations of the va- 
rious labor union leaders that the defense pro- 
gram would. not be hindered by any fault of 
organized labor. Following these declara- 
tions, which came comparatively early in the 
all too brief period of our rearmament pro- 
gram, there broke out an epidemic of strikes 
in the most vital employment spots. 


TS should be at least some slight con- 


THEN followed the threat of antistrike leg- 
islation in Congress. Next, a counterdevelop- 
ment in the form of renewed pledges of ac- 
cord by labor leaders, which were later imple- 
mented by the President’s creation of a War 
Labor Board. Yet only a few days ago the 
CIO leader, John L. Lewis, suddenly advanced 
a plan to end the stubborn war between CIO 
and AFL, seemingly in the interest of indus- 
trial peace. The so-called peace plan was im- 
mediately torpedoed by Lewis’ own superior, 
CIO President Murray—an operation which 
was apparently approved not only by the AFL 
but by President Roosevelt himself. Subse- 
quently, we heard reports that the President 


C. EMERY TROXEL 


Is compulsory arbitration the answer to 
public utility strikes? 


(SEE Pace 201) 
FEB. 12, 1942 


ALFRED M. COOPER 


A campaign on municipal utility ownership is 
no job for amateurs. 


(SEE Pace 216) 


had a plan of his own for a truce. This is 
supposed to be acceptable to both Murray and 
AFL Chief Green. 


Just what is the true significance of these 
various shifts and reverse plays and what 
might be the merits of the respective argu- 
ments in the controversy, we must leave to 
minds better skilled in dealing with the deli- 
cate nuances of politico-labor relations. 


* 


A= from the gravely adverse effect a 
bungled labor relations policy may have 
on our national defense, however, the whole 
business reminds us of a wistfully comic figure 
we once saw in Olsen and Johnson’s insane 
musical review, “Hellzapoppin.” This amaz- 
ing character undertook in the beginning of 
the play, with much fanfare, to escape from a 
strait-jacket, d Ja Houdini, within a speci- 
fied brief period. Not only did he fail to do so, 
but, as the madly amusing show went on 
through the evening, the spotlight would now 
and then fall upon a pathetic, writhing creature 
—struggling somewhere in the wings and back 
drops to make good his escape. As the au- 
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DEPARTMENT OF WATER & POWER, HARBOR STEAM PLANT 
CITY OF LOS ANGELES, CAL. 


675,000 lbs. steam per hour, 1091 lbs. design pressure, 915° F. steam temperature, 
fired by gas & oil. 86.1% eff. 


Riley Boiler, Superheater, Steam: Temperature Control, Economizer, Water Cooled 
Furnace, Steel Clad Insulated Setting & Liungstrom Air Heater. 


RiteEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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dience passed out of the theater at the end of 
the show, he was still struggling futilely in 
the lobby—leaving the giggling patrons to 
wonder whether he ever did manage to get out 
of his predicament. 


ANp so after so many alarms and counter- 
alarms about the possibility of the American 
labor movement getting clear of its intrafac- 
tional strife and emerging into an era of in- 
dustrial peace, we have become somewhat 
skeptical. It may be that even after the war is 
over and the history of it has been embalmed 
between the leaves of a printed volume, our 
American labor movement will still be rolling 
around trying to get free from its complica- 
tions. 


UNFORTUNATELY we cannot take such a 
light view of the possibilities of labor conflict 
within such important defense industries as the 
public utilities during these critical times. Pub- 
lic utility operation, like the allegorical show, 
must go on—whatever may be the writhings 
and conflicts of management and labor in the 
back drops. The immediate problem, there- 
fore, is to create machinery that will insure 
the continuation of such industrial operations 
—a device to keep the wheels turning regard- 
less of hurt feelings or dented pocketbooks. 


In this issue C. Emery Troxer has explored 
the field of antistrike instrumentalities with 
the idea of presenting to our view a practical 
solution. The result is the opening article in 
this issue entitled “War, Wages, and Strikes.” 
Mr. TRoxEL, a native of Iowa (Ph.D., Uni- 
versity of Iowa, ’35) is now assistant professor 
of economics at Wayne University, Detroit, 
Michigan. 


¥ 


URSUING an allied line of investigation, T. 

N. SANpIFER, Washington newspaper cor- 
respondent, gives us a description of the 
changes which have come over the face of 
utility operations since the tragic day of the 
Pearl Harbor attack (beginning page 210). 
Some of these changes are physical, some are 
psychological; all are calculated to keep es- 
sential public service in a state of safe and 
efficient operation during the war emer- 
gency. 


* 


"\tAF D. Baker, whose article on the 
changes which are being made in certain 
municipal utility plant operations begins on 
page 222, is a native of Oklahoma. For nearly 
two decades he pursued the calling of bank- 
ing and insurance in the little town of Miami, 
Oklahoma. During that period he watched the 
Middle West develop and as a result his mind 
turned toward the chronicling of the spectacle 
in the form of magazine articles. For the past 
few years he has been actively engaged in the 
composition of a number of articles about hap- 
penings in the Middle West which have ap- 
peared in business and professional maga- 
zines, 
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EDITORS (Continued) 


OLAF D. BAKER 


A municipal utility set-up can be streamlined 
as well as anything else. 


(SEE PaGE 222) 


F we interpret the signs of the times cor- 
I rectly, the public ownership movement has 
moved to Washington where it is busy putting 
on a Federal uniform. Of course, public own- 
ership of utilities has always received more 
than active encouragement from the present 
administration in Washington. Heretofore it 
has been equally at home on Main street or on 
Pennsylvania avenue. But the pressure of the 
war has changed that somewhat. We rarely 
hear of a municipal election these days, 
whereas a few years ago they were happen- 
ing by the dozens all over the place. Main 
street apparently has other things to think 
about. The Federal administration doubtless 
will find other work for public ownership. 


Bur even though we hear less about mu- 
nicipal ownership elections, “for the duration, 
the pendulum is quite likely to swing back in 
the post bellum period. Therefore, the arti- 
cle by Atrrep M. Cooper analyzing public 
ownership election campaigns is of more than 
historical value. It contains lessons to remem- 
ber in the future day, when another wave of 
“public works” may make municipal owner- 
ship and operation of utilities again a burning 
issue in the hinterlands. Mr. Cooper, who for 
many years was employed as an executive by 
both publicly and privately owned and op- 
erated utility organizations, is well qualified 
by experience to report on this subject. MR. 
Coorer’s present home is in Banning, Cali- 
fornia, 


THE next number of this magazine will be 
out February 26th. 


oo 
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to put 9,226° 
Pursuit Planes 
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/¢ GUARDSMAN 


“STEEL-SAVER” FILES 


7 SHARP STAB of war focuses the will and power 


of America on one word: VICTORY! We'll all make 
sacrifices, cheerfully, enthusiastically. But, through the 
ingenuity of Remington Rand researchers and designers, 
you need not sacrifice the steel files’ efficiency. 


The GUARDSMAN — “Steel-Saver” File — is constructed 
of wood—3-ply and 5-ply. It looks like a steel file and 
for durability, ease of operation, attractiveness, in all 
essential features, it is the equal of best grade steel files, 
And it costs no more! 


The GUARDSMAN — “Steel-Saver” File — has been de- 
signed for addition to existing steel file batteries— four 
drawer heights, letter or legal size. Standard finish is 
olive green— baked on! Walnut or mahogany grainings 
are applied identically as on steel. The exteriors can’t 
chip or crack. Hardware and drawer-pulls are a new, 
beautiful metal-like, strong plastic. 


GUARDSMAN drawers operate on a new type of ball 
bearing extension slides. Less effort is required to open 
or close these drawers than on any other file! Locking 
devices, to prevent snooping, can be installed. 


Filing cabinets are essential to American VICTORY! You 
can’t operate without them! Here then is the ideal solu- 
tion to conserving steel and increasing the efficiency of 
our all-out war drive. 


Write today for a free, fully illustrated catalog, that de- 
scribes construction, design, operating advantages and 
clerical efficiencies of the new GUAR DSMAN— “Steel- 
Saver” File. Remington Rand Inc., Buffalo, New York. 


* The overwhelming, overnight popularity of the GUARDS- 


MAN—“Steel-Saver” File—bas caused the step-up, many 
fold, of our original production plans, releasing multi- 
millions of pounds of steel for defense industries! 


REMINGTON RAND wis 
Only Objective” 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“The dictators will not destroy us. If we are de. 


stroyed, it will be by our own hand.” 


¥ 


“The good neighbor policy has paid excellent dividends, 
I think, however, that we should also practice a ‘good 
neighbor’ policy at home as far as small business is con- 
cerned. It will pay even greater dividends than our for- 
eign program.” 


* 


“We have been known as a nation of great wasters. 
We’ve been known as a people devoted as no other people 
to gadgets, to frills, to extras, to folderol, and ginger- 
bread. I am convinced that the great majority of the 
public today is in no mood for gadgets.” 


¥ 


“A national emergency demands that we surrender 
the necessary powers for the defense of the nation, but 
these should be surrendered jealously and they should 
be surrendered in such a way that they can be reclaimed 
from the central government when the emergency is 
ended.” 

¥ 


“Government operation of . . . plants in competition 
with private industry can be avoided by leaving no loop- 
hole of idle capacity. If not out-and-out socialism then 
the temptation may be to use such idle capacity as yard- 
sticks to force private industry to measure up to re- 
formers’ ideas of management.” 


¥ 


“Labor leaders have said that they have little reason 
to have confidence in the courts. If this statement is true, 
in all its implications, we should abolish the judicial sys- 
tem. Surely it is an indictment of the principles of 
democracy to say that a judge cannot be impartial in a 
dispute involving broad economic principles.” 


¥ 


“The situation as it is now rapidly developing provides 
further emphasis that railroads and railroad men are the 


first line of defense. . . . We are handling vital defense 
shipments daily on passenger train Schedules at speeds 
requested by military authorities. A derailment or an - 
accident that will delay traffic is a major disaster.” 


12 
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FIGURES ARE VITAL IN 
SPEEDING WAR PRODUCTION 


asters. 


tition 

loop- Figures are the lifeblood of war production... figures on which to 

ic base estimates, budgets, commitments... figures that keep materials 
and parts moving toward scheduled assembly points... figures that 
assure the prompt payment of employees . . . figures for providing up-to- 
the-minute reports which permit management to make quick decisions, 
take quick action. 


Both government and industry use Burroughs machines of many differ- 
ent types and styles for obtaining these vital figures and writing essential 
records in less time, with less effort, and at less cost. 


BURROUGHS ADDING. MACHINE COMPANY °¢ DETROIT, MICHIGAN 


fodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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Excerpt from Report of Industrial 
Securities Committee, Invest- 
ment Bankers Association. 


James H. McGraw, Jr. 
President, McGraw-Hill Publish- 
ing Company, Inc. 


EpirorIAL STATEMENT 
The Wall Street Journal. 


Watter C. BEcKJorD 
Vice president and general man- 
ager, Columbia Gas & Electric 
Corporation. 
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“The preservation of little business comes first. After 
the emergency, if little business goes, only big business 
and big government will be left and we shall have on our 
hands the very economic issue that has made a shambles 
of Europe.” 


¥ 


“When this crisis is over, we will have struggled in 
vain if we find that in our own country aspiring groups 
and individuals have, under the plea of efficiency, de- 
stroyed the opportunity for the small man in business to 
survive and that all fields of endeavor, including the use 
of our public highways for commercial purposes, have 
been concentrated in the hands of a few.” 


¥ 


“Unless conditions then [post-war] are such that busi- 
ness will be willing to risk capital in new industries and 
in the rehabilitation of the economy into a peace-time one, 
the country will eventually again be faced with the prob- 
lems of economic stagnation, leading to further govern- 
ment regimentation, deficit financing, and a complete 
breakdown of confidence in the capitalistic system.” 


¥ 


“Those of us who work in and with American industry 
have one supreme obligation. We may feel very patriotic; 
we may be willing to serve ‘in any capacity’; we may be 
willing to sacrifice . . . if necessary. But if we fail to 
meet that one obligation, we shall fail our country in its 
time of need. That supreme obligation is an honest day's 
work, every day, from every man, every woman, every 
machine. .. .” 


a 


“We may as well resign ourselves to a pretty severe 
price regulation as one of the least onerous of inescapable 
war-time conditions. If it is to be in executive charge 
of a single administrator there should be a board of 
appeals composed of experienced businessmen free to 
give judgment without resort to the time-consuming 
formalities of court procedure. Appeal from the board 
to the Federal courts, however, should remain open to 
protect the individual citizen from possibly overzealous 
bureaucrats.” 


> 


“When the aftermath of this emergency comes, you 
[gas industry] are going to be up against a tough proposi- 
tion, because the electrical capacity being installed in 
this country today is enormous and in my opinion is far 
beyond the demands of a peace-time effort. It is going 
to mean a very real competition. And bear in mind, too, 
that once apparatus has been installed it is not so easy 
to change it, because of lack of time and increased costs 
of investment and things of that sort, which all have a 
predilection for utilizing present equipment.” 
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Note neat, streamline 
oppearance—easily ac- 
cessible to inspection and 
adjustment. 


No superstructure nec- 
essary—easily mounted 
to wall or ceiling. Note 
air gap between phases. 
Buses can be round or 
square as shown below. 




















) All stresses taken by mounting 
frame with insulators in compres- 
sion loading under all conditions. 


Gasketed covers are housings only, 
—take none of the stress. 


Installation and adjustment made 
before covers are put on. 


Housing covers can be removed 
easily for inspection. 
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METAL ENCLOSED 


BUS— Eliminates 

Interphase Shorts. 
Expensive equipment investments may now be safe-guarded 
from interphase shorts often due to dust pocket flashovers 
in congested areas where buses are exposed, or due to 
support structure failure. Here is a new outstanding design 
consistent in cost with any type of bus structure. 


RAILWAY ano INDUSTRIAL ENGINEERING Co. 


GREENSBURG, PA...... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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PREVIEW « tvricai C-E 


that will increase utility capacity 
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C-E CONTROLLED RADIANT BOILER C-E TYPE V3 BENT TUBE BOILER 
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of the C-E Units sched- 
uled for service in utility 


DU RIN fo 1942 plants during 1942-1943. 





ERE are four modern steam generating units broadly 

representative of the types which C-E will install for 
utilities during 1942. They may be taken as indicative of the 
designs which utility engineers regard as the most economical 
and reliable answer to their future steam requirements. 


A broader cross-section of future utility practice is provided 
by the partial list of current contracts, covering 21 units, in 
the right panel. How representative they are is revealed by the 
variety of capacities which range in moderate increments from 
80,000 to 1,000,000 1b of steam per hr. Design pressures range 
from 725 psi to 2000 psi, with each importént pressure group 
well represented. Most of the units have a total steam tem- 
perature in excess of 900 F. 


This review is another example of the confidence reposed 
in C-E equipment by the engineers who are responsible for 
the exacting performance requirements of public utility serv- 
ice, 


C-E CONTROLLED, FORCED-CIRCULATION BOILER 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortitightly February 12, 194 


CLEVELANDS Keep Your Job 


Moving Because... 


In Clevelands, correct design joins hands with “Tops” in 
Quality to produce machines that are definitely leaders in 
Performance. 


Power and traction to take them anywhere are coupled with 
the ultimate in strong, long wearing material. Thus, not 
only mere repair costs but the even more serious service- 
interruptions are brought to a minimum. These are user- 
substantiated facts that help tell the story of why Clevelands’ 
continuity of performance pays you big dividends in result- 
ant cost-savings, 


Yow THE CLEVELAND TRENCHER COMPANY ‘yr 


NY 20100 ST. CLAIR AVE tpianaer of: the. Small tencher CLEVELAND, OHIO. OW 


“CLEVELANDS’ Save More...Because they Do More 
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LIGHTING LEVELS 
AS HIGH AS 100 
FOOT-CANDLES HAVE 
BECOME PRACTICAL /N 
AIR-CONDITIONED f 
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SPECIAL ANNOUNCEMENT: 
-- P.U.R. Now Gives You F.U.R.A. -- 


FEDERAL UTILITY REGULATION ANNOTATED (SEC) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 


Securities and Exchange Commission 
1935 to 1941, Inclusive 





A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 


(2) Annotations of Commission 
and Court decisions 


(3) Supplemental notes 


OTHER FEATURES: Historical introduction, 
personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00; in com- 
bination with Public Utilities Reports, $10.00. 


AND TO KEEP YOU UP TO DATE: 
F.U.R. A. - CURRENT SERVICE = S.E.C. 


A continuing record issued at frequent intervals. 
First issue, January 15, 1942. 


Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
ai — information clarifying or expounding the Commis- 
sion's wor 





Furnished in pamphlet form with binder—Annual subscription, $100.00 





PUBLIC UTILITIES REPORTS, INC. 


1038 MUNSEY BUILDING 
WASHINGTON, D. C. 
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2500 BOXES OF \\\ 
CARBON PAPER (7 
encenabeaend a 





roms 
BUT WE COULD HAVE 


You're right, young lady! The Egry Speed-Feed would 
have saved the 2485 boxes of carbon paper that went into 
the waste basket. The Speed-Feed converts any type- 
writer into a billing machine in one minute . . . steps up 
the output of typed forms per day 50% (even more)... 
and eliminates the use of costly, wasteful, pre-inserted 
one-time carbon forms! 


Yes, a user of the Egry Speed-Feed 
and 50,000 five-part 844” x 11” Egry 
Continuous Printed Forms per year 
saves 2485 boxes of carbon paper an- 
nually, In dollars and cents that sav- 
ing will more than pay for the use of 
the Speed-Feed for a century or more! 
Literature on request. Demonstration 
in your own office without obligation. 
Address Dept. F-212. 


EGRY 5 


The EGRY — Oe ccesaale 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
The Egry Register Co. (Canada) Ltd., King and Dufferin Streets, Toronto, Onterie, Canede 


a 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 











Check OF BTU CONTENT AT ANY POINT 
Gb —" ALONG THE LINE WITH 


ge ie CONNELLY CALOROPTIC 


; Under the peak loads imposed by present day produc- 
tion schedules, close control of BTU content is essential. 
The Connelly Caloroptic provides constant visual read- 
ing in BTU without any log, corrections or calculation. It 
can be installed in a permanent position or used portably, 
making it a simple matter to make spot checks of BTU 
value at any point in the manufacturing and distributing 
system. 

This constant visual indication of BTU content results in 
increased production, protecting against excessive varia- 
tions in gas quality. In actual use in leading gas plants of 
the country, the Connelly Caloroptic has proved conclu- 
sively that direct savings effected by its use will pay its 


initial imes during the first year. 
initial cost many times during the first y Write for 


illustrated bulletin 


DONNELLY "04 sf0Hsee sovsioe ot 
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NG 10 
IN A WAR 


“What am | doing to help win 
this war?” That’s a question 
everyone should ask himself. 
We did—and here’s an 
account of our contribution 

to victory. We are making 
heat controls required for 
national defense. Many of 
these are going into equip- 
ment for defense housing 


a where they will help supply 
os P) a defense workers with properly 
setae cooked, energy-building foods. 
- re We have converted a large part 
of our civilian facilities and have 
att added tremendously toour plant 
wit er capacity—all of these facilities 
producing munitions for the 
armed forces. We are working 
24 hours a day, 7 days a week 
to supply our share of the maxi- 
mum effort required to win 

total war. 


>) 


“ROBERTSHAW THERMOSTAT COMPANY « 
NOH RANEEOR: PA. 
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Now Available 


EFFECT OF THE 
NATIONAL EMERGENCY 
UPON UTILITY 
RATE REGULATION 


A Volume Containing the Entire 1941 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Including round-table discussions and reports on other timely and 


important subjects: 


Rate Adjustments Under the National Emergency—Cooperation Between 
the Federal Communications Commission and State Commissions in 
Special Studies of Telephone Regulatory Problems—Transporta- 
tion Problems in the National Emergency (including border 
problems)—Trends in Public Utility Finance—Power 
Problems Under the Defense Program—Integra- 
tion of Utilities Under the Holding Company 
Act—Accounting and Valuation Prob- 
lems These and others 


$6.00 

COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1941 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 
Regulatory Standards for Utility Securities : 
Comparative Studies of Utility Costs and Rates 
Report of National Defense Program Committee 
Report of Committee on Developments in Regulatory Law 
Interpretations of Uniform System of Accounts for Electric Utilities, E-2, E-3, E-4 
Interpretations of Uniform System of Accounts for Gas Utilities, G-1, G-2, G-3, G-4 ... 
Interpretations of Uniform System of Accounts for Water Utilities, W-1, W-2, W-3, W-4.. 
The Sliding Scale 
Report of Committee Cooperating With the Federal Communications Commission in Spe- 

cial Telephone Regulatory Problems 
Report of Committee on Uniform Motor Freight and Railroad Classification 
Report of Committee on Valuation 
Report of Committee on aw mK] between State and Federal Commissions 1.00 
Annual Report Forms For Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 

Combination of two ($3) of all three ($4.50) 

(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 





7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 
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DOING THINGS OVER 
SLOWS THINGS UP 


Check over any accounting routine and you'll find 
two facts: (A) much of it is a repetitive process— 
just copying the same things over—(B) that re- 
copying not only breeds human errors but uses 
valuable work-hours to no good end; actually 
retards the very thing you’re trying to do, namely, 


get totals and reports that guide management! 


Figures are no good unless they’re fresh and 
accurate. Ditto one-writing methods get fresh, 
accurate answers! Ditto one-writing methods are 
the natural response of business to the too-complex, 
repetitive systems in vogue. They are a revelation 
to executives who are charged with responsibility 
for payroll, statements, rate schedules and report- 
ing routines —they are a route to speed, accuracy 
and personal effectiveness. 


Send coupon for fascinating booklets, ‘““The New 
Trend in Accounting,” and “Copies, Their Place 


in Business” —a profitable move for any executive! 


TTO, Inc. 
652 S. Oakley Blvd., Chicago 
Gentlemen: Without obligation please send me: 
peenenan! ( ) Data on Ditto Utilities Methods 
BE PREPARED! > MA enue me ( ) Arrange a Ditto demonstration for me 


Be informed! Send for 
studies, forms and manual 
of methods in actual use 
proving Ditto’s speed and 
economy!,..Ditto,Inc., 652 
: Ookiey Blvd., Chicago, 


GELATIN AND LIQUID MACHINES 
Because Ditto leads, Ditto offers 
most advanced types of both 
gelatin and liquid duplicators. 


DITTO 
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WHETHER IT’S FOR CONTROLLING 
POWER OR CRANKING ENGINES 


HETHER it is to provide power for the operation 

of circuit breakers, or for cranking the engines of 

their trucks, buses or automobiles, a large number 
of the country’s utilities use Exide Batteries. 

Between these two extremes there are many other 
purposes for which these same utilities depend upon 
Exides—for emergency lighting, for remote control, 
telephone, and other services. 

The reasons for this wide acceptance of Exide Bat: 
teries are readily apparent once you have used them. In 
their unfailing dependability and long life you sense the 
wide experience which their makers have had in building 
storage batteries for every purpose. As time goes on and 
the many other good qualities of these batteries become 
apparent, you'll begin to realize why Exides are the choice 
of so many utility engineers all over the country. 

Write us regarding any battery problems confronting 
you. Our engineers are at your service. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 
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GETS LINE CONSTRUCTION AND SERVICE 
JOBS DONE IN HALF THE TIME... 


® Getting there, and back, is the biggest part 
of the job when service lines must be built 
across difficult country—or when repairs must 
be made over rain-drenched or snow-covered 
fields. “Ordinary” trucks, with conventional 
two-wheel-drive, are simply out of the run- 
ning! 

These are not jobs, usually, where heavy 
hauling capacity is required. They are jobs 
where high traction, speed and maneuver- 


ability are even more important than power. 
They are the jobs where Marmon-Herrington 
All-W beel-Drive converted Fords do the work 
faster and more economically than any other 
vehicles on the market. For boring holes, 
setting poles, stringing wire or transporting 
men or materials they are ideal. 

Of course, the restrictions imposed by the 
national emergency place drastic limitations 
on the number of these units which can be 
allotted to civilian defense projects, but if the 
need is sufficient the vehicles are available. 
Write for literature. 


MARMON-HERRINGTON CO., 1c 


Cable Address: MARTON e@ 


Indianapolis, Indiana, U.S.A. 





DIVUKE BEVLENAY FRET, 


CHROMALOX electric heaters help defen 
manufacturer solve two fuel oil problen 


—— 
ae 


oS ue ee 


;/ELECTRIC HEAT 

to the rescue 
It was a simple job to 
insert two long Chroma- 
lox units into the oil 
tank, and install several 
Chromalox immersion 
heaters {small picture 
above) in the preheat- 
ing tank, to make heavy 
fuel oil flow and burn 
freely. 


A large industrial concern installed a 6000-gal. underground tank holding 
a grade of fuel oil that became viscous in cool weather. 


Problem No. T— oil when cold was too heavy to flow or pump. 
Underground steam coils might have served, but the necessary boiler 
and installation would be expensive and time-consuming. 


Solution — Two 12-kw. Chromalox heaters with high risers (as shown 
in photo at left) were inserted in the manhole near the 2-in. outlet 
pipe. These units raise the oil temperature to around 100-deg. F. 
for easy pumping. No waiting for steam pressure, no piping leaks, no 
condensation troubles, no firing expense — and production for 
defense was speeded up. 


Problem No. 2-oil must be delivered to the burner preheated 
to 185-deg. F. 


a . 
Solution — 30-kw. of Chromalox immersion heaters inserted in the 
preheating tank raise the oil to the desired temperature. 


Result — A quick, economical installation and a thoroughly gratified 
customer. 
Chromalox engineers helped bring about this result —as they 
have done in many hundreds of similar cases. They are glad ’ 
to work with you and with your customer. Just say the word. 


EDWIN L. WIEGAND COMPANY 
7500 THOMAS BLVD. ° PITTSBURGH, PA. 


CHROMALOX 
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CRESCENT 
CRESFLEX 


NON-METALLIC SHEATHED CABLE 











Gives an all-intulated wining sysiem 

that it the most suitable where a low 

auailalde, Low in codt. Easy and 
quick te install, 


CRESCENT INSULATED WIRE & CABLE CO. 
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s ! TYPE PQ DIAPHRAGM CONTROL. For TYPE DA-35 TEMPERATURE CONTROL, 
TYPE 125 LIQUID LEVEL CONTROL, Suit- a of liquid levels from changes Used with blower fan applications ie 
able for use on Transformers. in head pressure. transformers. 
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SWITCH PROTECTION 
A WAR TIME NECESSITY 


Automatic controls play a vital part in domestic and industrial engineer- 
ing. They assume special importance during war time emergencies. 

Time, and the efficiency of both man and mechanical power must 
be conserved. 

The mission ot a Mercoid Mercury Switch in an automatic control is 
to assure longer life and greater dependability—minimizing the need 
for attention after the control is in service. Mercoid Controls lend them- 
selves to quick installation and adjustment, all of which are invaluable 
contributions in a time of national crisis. 

Mercoid Switches, the distinguishing feature, used exclusively in all 
Mercoid Controls, are especially designed types of hermetically sealed 
mercury switches. They are not affected by dust, dirt, moisture or cor- 
rosive gases, nor are they subject to open arcing, oxidation, pitting or 
sticking of contacts—common causes of trouble. 

Keep these important facts in mind when selecting automatic controls. 
The line is complete and our cooperation is at your service. 


THE MERCOID CORPORATION © 4213 BELMONT AVE. * CHICAGO, ILL. 


erence SSS eases NBER RRS DA FI EE NST RATAN SAEED CORMTENETY = 7 ARMANI PARTI Se TMB SAPNA PE Spe 





No. 855 EHT EXPLOSION-PROOF THER- TYPE 970 EXPLOSION-PROOF CASE TYPE 76 EH EXPLOSION-PROOF INDUS: 
MOSTAT, Line yoltage type. for Temperature and Pressure Controls TRIAL LIQUID LEVEL CONTROL. 
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“Now you take a Nordstrom 
—there’s a real valve!” 


NORDSTROM VALVES KEEP UPKEEP DOWN 
MERCO NORDSTROM VALVE CO. 


A Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 
Branches: Oakland (Calif.) Factory: 2431 Peralta St. 


New York City, Buffalo Philadelphia, Columbia, Memphis, hice, Kansas City, Des Moines, Tulsa, Houston, Los 
San Francisco, Seattle. Canadian Licensees: Peacock Bros. oo - Montreal.  eaenad Licensees: Audley Engineering Co., 
ire 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











ON TIME 


with shipment 
and installation... 


this Elliott condenser serves the first of three 
40,000-Kw. units, now operating at Georgia 
Power Company’s Plant Arkwright. The Elliott 
condenser for the second unit is already on 
the job. The one for the third unit is scheduled 
for installation this year. 


The first condenser is doing a good ‘‘char- 
acteristically Elliott’’ job, with excellent 
performance records — a natural result of 


careful engineering to obtain maximum con- 


densing effect with least pumping and 


auxiliary cost. 
C-376 
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The. Elliott 31,300-sq. *% 
ft. condenser under the 

first 40,000-Kw 
Plant Arkwright. 


unit at 
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Heat Transfer Dept. 
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Te eS. Society for Testing Materials will hold meeting,. Cleveland, Ohio, Mar. 
— 42. 





{ Greater New York Safety Council will hold session, New York, N. Y., Mar. 3—6, 1942. 








@ Canadian Electrical Association will hold joint meeting with Northwest Electric 
Light and Power Association, Vancouver, B. C., Mar. 4—6, 2. 





q New England Transit Club will convene, Bridgeport, Conn., Mar. 5, 1942. i) 





{ National Electrical Manufacturers Association opens convention, Chicago, Ill., 1942. 





Teme tees. Electric Exchange will hold sectional meeting, Raleigh, N. C., Mar. 
dey. 13, 39 





4 AGA Industrial and Commercial Gas Sales Conference will be held, Pittsburgh, Pa., 
Mar. 12, 13, 1942. 





Le, Samoa Utilities Association will hold meeting, Milwaukee, Wis., Mar. 16, 17, 





{ Texas Telephone Association will hold convention, Dallas, Tex., Mar. 18-20, 1942. 





@ New England Gas Association will hold 16th annual business conference, Boston, 
Mass., Mar. 19, 20, 1942. 





{ North Central Electrical Industries open biennial electrical convention, ) 
Minneapolis, Minn., 1942. 3 








Toes Utilities Association will hold meeting, Oklahoma City, Okla., Mar. 23, 
4, 1942 





q American are of Mechanical Engineers will hold spring meeting, Houston, Tex., 
Mar. 23-25, 1942. 

















{ Kansas Telephone Association will hold convention, Topeka, Kan., Apr. 2, 3, 1942. 
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Courtesy, Section of Fine Arts, Public Buildings Administration, Federal Works Agency 


Dam Building 


Left-hand panel of a mural by William Gropper in the new 
Department of the Interior building, Washington, D. C. 
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War, Wages, and Strikes 


Possibility that labor disputes may not end 


even durin Z the present emergency 


It is generally recognized, says the author, that labor is the most difficult 
element to direct toward the best ends of a democratic country at war, 
but that in the face of probable union quests for war-time gains and the 
probable opposition to changes in the bargaining opportunities of organ- 
ized labor, it seems likely that the existing railway pattern for dispute 
settlement is about the most to be expected in the utility industries. 


By C. EMERY TROXEL 


ECEMBER /th was the date set 
for a strike by two totally dif- 
ferent organizations. We re- 

member that it was the day the Japa- 
nese attacked Pearl Harbor without 
warning. It was also the date fixed 
thirty days beforehand by the railroad: 
brotherhoods for the beginning of a 
general strike of railroad labor. Had 
the strike of the brotherhoods oc- 
curred, it would have been a classic 
among ill-timed strikes. 

As a matter of speculation, it might 
have spoiled any conceivable oppor- 
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tunity for railroad wage changes and 
might have brought down revengeful 
legislation on the whole House of 
Labor. But this strike, a reply to the 
seemingly generous November award 
of the Emergency Board, did not come 
off. Instead, the members of the Emer- 
gency Board, suggesting an even bet- 
ter award to the unions, obtained an 
agreement on December Ist. Thus, the 
aristocratic brotherhoods were lucky, 
not foolish. No matter how envious of 
the railway unions they may be, other 
unions in utility industries may not be 
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so lucky. Rather, utility plants, being 
even more essential in war than in 
peace, may not be subordinated to the 
wishes of labor. And the whole frame- 
work of collective bargaining, includ- 
ing the machinery for settlement of 
railway-labor disputes, may be sub- 
jected to a new discipline until the war 
is ended. 

However, there are many persons 
who somnolently believe that labor dis- 
putes are now at an end. Perhaps they 
believe union leaders and members will 
dismiss their existing grievances and 
be unmindful of new grievances until 
there is peace again. Perhaps they have 
witnessed the recent withdrawals of 
strike threats and conclude, as a conse- 
quence, that at least there will be no 
labor strife in the face of the greater 
struggle. And perhaps they think the 
threat of antistrike legislation, unques- 
tionably an anathema to organized 
labor, will be sufficiently strong to pre- 
vent aggressive labor tactics. 


B" supine faith in war-time docili- 
ty of labor organizations is likely 
to be misplaced. Wars have commonly 
served as occasions for enlargement, 
often in a quite peaceable manner, of 
the rewards and strength of organized 
labor. There is no assurance that bus 
and truck drivers, telephone operators, 
electric company employees, and many 
other kinds of utility workers will not 
become more firmly organized and will 
not demand higher wages on one pre- 
tense or another. There is no assurance 
that the brotherhoods will not return 
in a year or so with new demands. 
The labor movement, its size and the 
bargaining gains for members, is a re- 
sult (in the utility industries, as it is 
elsewhere) of leadership, the general 


FEB. 12, 1942 


environment, and an accumulation of 
grievances. For the first of these con- 
ditions there is a good reason to be- 
lieve that union leadership is capable 
of achieving war-time gains. The lead- 
ers of the railroad brotherhoods have 
clearly demonstrated their abilities, 
They may have a reputation among 
unionists for being conservative, but 
according to the “proof of the pud- 
ding” they are amazingly successful 
in getting what they want. The vigor- 
ous CIO and the enlivened AFL unions 
represent a source of leadership for 
other utility unions, new and old. 


HERE are both favorable and un- 

favorable factors for utility in- 
dustry unionism in the war-time en- 
vironment. The fear of legislative re- 
versals and the fear of appearing un- 
patriotic are deterrents to union activ- 
ity. Until they can become adjusted 
to the new conditions, their militancy 
is not likely to be very evident. They 
wish to see more clearly the “accept- 
able” limits of their action before they 
become aggressive. 

In other respects the environment 
is quite advantageous for union activ- 
ity. There is a scarcity of labor and 
commodities, a shortage which will be 
more serious as the war progresses. 
The national income is rising and the 
demand for utility services is increas- 
ing. As long as there is a shortage of 
labor, it is an excellent time for more 
complete organization of truckers, tele- 
phone operators, or electric company 
workers. It is a time when employers 
can more readily “afford” a higher 
labor cost. Unionists realize that if 
they do not get higher wages or better 
working conditions in these times, 
they may never receive them. 
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Unionists will have no trouble find- 
ing grievances real and imagined. Un- 
jonists, being human beings, can view 
the war’s disturbances of life as con- 
fusion in their lives. Trainmen may 
be working longer hours ; truckers may 
be sleeping less ; or gas and electric com- 
pany employees may be working more 
intensely. Meanwhile, the cost of liv- 
ing, even with price regulation, is ris- 
ing. Such conditions will invite expres- 
sion of new grievances. It will be dif- 
ficult to convince particular groups of 
people that price increases beget price 
increases and that they should suffer 
the decline in the standard of living 
with others. Even if goods are ra- 
tioned, unionists are likely to use the 
cost-of-living argument for wage in- 
creases. 


, I ‘HERE will be further reasons for 


labor disputes. Utility unionists 
may see companies receiving higher 
returns because of an increased de- 
mand for utility services. They may 
see generous contracts go to producers 
of war material. Some utility unions 
may argue that the wage award to the 
railway brotherhoods, even if it oc- 
curred before war, justifies their re- 
quests. Or they may demand compen- 
sation for any relaxation of working 
rules for the purpose of increasing out- 
put. Along the latter line railway broth- 
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erhoods may point to the elimination 
of full-crew laws or many operation 
rules, the relaxation of which improves 
the volume of traffic movement. 

If leaders of utility unions remain 
active in their customary jobs, if un- 
ionism remains “businesslike,” if 
there is little social concern in the war- 
time policies of utility unions—and 
there is no prospect of a miraculous 
change—labor disputes in the very 
vital utility industries may be antici- 
pated. 

Because threats of strikes or slow- 
ups are to be expected, further dis- 
cussion of this subject is divisible 
into the question of labor policy of the 
government or nation and the problem 
of settlement of labor disputes. 


HE government may take a 

“hands-off” attitude toward public 
utility labor, letting existing means of 
labor dispute settlement suffice. There 
is some small chance of this. On the 
contrary, the new War Labor Board 
apparently has certain powers which 
can be strongly exercised. Certainly, 
attention for commodity price con- 
trol and enlargement of the war effort 
compels some regard for an ambitious 
labor policy. As a consequence, there 
are some ideal but difficult objectives 
toward which the authorities may 
work. 


e 


‘... there are many persons who somnolently believe that 


labor disputes are now at an end. Perhaps they believe union 
leaders and members will dismiss their existing grievances 
and be unmindful of new grievances until there is peace 
again. Perhaps they have witnessed the recent withdrawals 
of strike threats and conclude, as a consequence, that at least 
there will be no labor strife in the face of the greater 


struggle.” 
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RF among the general character- 
istics of our most desirable war- 
time labor policy is elimination of 
strikes or slow-ups of utility labor. The 
effects of work stoppage need no elab- 
oration to those who have witnessed 
the labor troubles of the defense period. 

Strict control of wages is another 
quality of the labor policy. Principally, 
wage regulation from the viewpoint 
of the nation, as contrasted with the 
views of single unions and employees, 
is for the purpose of preventing gal- 
loping inflation. A large number of 
persons are already familiar with this 
social argument against wage ad- 
vances; higher wage rates lift com- 
modity prices and the whole sorry proc- 
ess, accompanied by labor conflicts, 
can be repeated over and over again 
to the disadvantage of nearly every- 
one. The Emergency Board, in its de- 
cision on the railway award, strongly 
emphasized this argument, and then, 
having conscientiously recognized its 
problem, it felt compelled to recom- 
mend wage increases. Hereafter the 
conclusions must be more consistent 
with the reasoning. 

As a general rule there need be no 
wage increases because of increases in 
the cost of living. Some commodity 
price changes for reason of use of in- 
ferior grades of resources, congestion 
of transportation facilities, or the 
higher cost of imports are unavoidable. 
And as long as smaller amounts of 
consumer goods are produced, transla- 
tion of these higher prices into general 
wage increases is inflationary. It gains 
the nation nothing. If union leaders 
recognize the difficulty of preventing 
a decline in their standard of living, 
they should not argue, as the brother- 
hoods did, that “. . .no wage should 
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be considered inflationary so long as 
it constitutes no more than fair and 
reasonable compensation for services 
rendered.” Yet all wage increases can- 
not be categorically denied. Sometimes 
—but infrequently—the wage of some 
lowly paid workers may be raised to 
permit “necessary” consumption. 


HIRD, alterations in wage rates 

during war are unwise if they 
take the form of eliminating differ- 
ences in wages for similar kinds of 
work. In other words, the comparison 
by the brotherhoods of railway wages 
and wages in other industries, regard- 
less of its factual accuracy, is socially 
amiss when the nation is at war. For 
one thing, such adjustments by a reg- 
ulating body are administratively im- 
possible, since any of us can conjure 
up our own comparative standards. In 
general, the desirable wage policy for 
the nation calls for elimination of in- 
flationary consequences of collective 
bargaining, not for war-time correc- 
tion of the peace-time deficiencies of 
collective bargaining. Consequently, 
whenever it is possible, the govern- 
ment authority adjusts wage differ- 
entials sparingly and dismisses most 
of the kind of arguments recently used 
by the railway brotherhoods. 

The next proposition is always a 
source of trouble. Suddenly we find 
ourselves compelled to shift from a 
depression-time tendency toward a 
shorter work week and make-work de- 
vices to a longer work week and to 
dismissal of a doctrine of spreading a 
“lump” of work. Labor unions are ex- 
pected to share in this expansion of 
our war effort. Yet longer hours and 
any speed-up of labor cannot be ar- 
ranged without regard for fatigue 
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Utility Industry Unionism during War 


‘74 HERE are both favorable and unfavorable factors for utility 

industry unionism in the war-time environment. The fear 

of legislative reversals and the fear of appearing unpatriotic are de- 

terrents to union activity. Until they can become adjusted to the 

new conditions, their militancy ts not likely to be very evident. They 

wish to see more clearly the ‘acceptable’ limits of their action before 
they become aggressive.” 





and inefficiency. And the desirability 
of a change in the “standard” work 
week and the need for control of over- 
time pay is before us. If payrolls are 
grossly enlarged by overtime pay and 
if as a consequence price control is be- 
ing undermined, temporary changes in 
the basic day or week of work, pro- 
voking much opposition perhaps from 
unions such as the brotherhoods, may 
be necessary. Meanwhile, however, the 
tools and rules of work are changed to 
economize the use of labor. Rail un- 
ions may yield changes in many oper- 
ating rules or full-crew laws. 


| Maree and this point is particu- 

larly applicable to utility industries, 
the employers are now threatened with 
government operation in connection 
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with labor disputes. Doubtless an un- 
seen club, forcing employer acceptance 
of the award of the President’s Emer- 
gency Board, was the threat of public 
operation of the railways. It can be 
a very real threat, too, in the electric 
industry. This condition, if permissi- 
ble, gives unions more bargaining 
power in a situation where the full ef- 
fects of collective bargaining are not 
socially desirable. It gives the utility 
companies, in any case, the short end 
of the bargaining powers. It often 
seems to ignore the cost of public op- 
eration, an expense that may be un- 
favorable to public operation. And pub- 
lic operation adds to the administra- 
tive work of a government already 
overburdened with new functions. If 
this threat must remain—and there do 
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seem to be more legitimate reasons for 
public operation such as a need for con- 
solidated management—it ought to be 
better balanced by a government prom- 
ise, for instance, that there will be no 
increases in wages during the period 
of public operation. 


O« conclusion is apparent. There 
is likelihood of labor disputes— 
perhaps very serious ones—in utility 
industries during this war. Even when 
we observe only the factors of union 
leadership, general environment, and 
grievances, there seems to be excellent 
promise of labor difficulties. Add the 
war-time changes in labor policy—the 
desirable but not easily realized objec- 
tives — and the chance of impending 
trouble is increased. Because labor 
troubles in utility industries may be 
expected, our attention is turned to the 
machinery for settling disputes. 

A possible pattern for settlement 
exists in the means devised for han- 
dling railway labor disputes. The meth- 
od of settling these troubles represents 
a 40-year development. Each change 
in the legislation grew out of experi- 
ence with the earlier versions of con- 
trol. Asa result of the successive patch- 
ing of the provisions for settlement, 
the Railway Labor Disputes Act of 
1934 provides for conciliation, medi- 
ation, voluntary arbitration, emergency 
investigation, and a “‘cooling-off” peri- 
od. All of these successive steps make 
the railway pattern of labor-dispute 
settlement the most highly developed 
thing of its kind in the United States. 

All railway disputes, of course, are 
settled, if possible, in employee-em- 
ployer conferences. If this fails, dis- 
putes dealing with grievances and in- 
terpretation of existing agreements or 
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rules are taken to the National Rail- 
road Adjustment Board, a bipartisan 
board of thirty-six members that is- 
sues binding decisions. If the dispute 
concerns changes in wages or working 
conditions, it is taken to the permanent 
National Mediation Board which has 
mediatory powers only. When medi- 
ation fails, the contestants may sub- 
mit the controversy to an arbitration 
board chosen by the unions and car- 
riers which makes a binding award. 
When arbitration is not chosen, the 
dispute is taken to an emergency 
board, appointed by the President. 
Though an award of an emergency 
board is not binding, there is provision 
for a 30-day warning of further action. 


iy probably is very difficult to apply 
this railway dispute machinery to 
other utility industries. Because of its 
complexity, it is not easy to invoke it 


on short notice. As a further consider- 
ation, it may not be as workable in 
other utility industries as it has been 
for railways because of differences in 
the nature of the industries, employ- 
ment, or union organization. For ex- 
‘ample, the railway pattern of control 
has not been concerned with organiza- 
tional or jurisdictional disputes. Ree- 
ognition of railway unions has long 
been an admitted fact. In other utility 
industries, however, union organiza- 
tion is not usually as heavy as it Is 
for railways. The question of recog- 
nition of employee representatives or 
conflicts between AFL and CIO un- 
ions may arise. There is nothing in the 
railway pattern covering this sort of 
difficulty and, consequently, an addi- 
tion to the railway means of dispute 
control or use of the NLRB or the 
War Labor Board is necessary. 
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Further examination of this means 
cf settlement concerns its relation to 
war-time labor policy. There can 
scarcely be any complaint against the 
provision for conferences between em- 
ployees and employers. Only when the 
results of such conciliation, satisfac- 
tory to the bargaining interests, are 
antagonistic to the interests of the 
whole nation (e.g., inflationary wage 
increases) may there be some com- 
plaint against this otherwise ordinary 
step of dispute settlement. 


ene the Adjustment Board 
seems to be a useful feature in 
time of war. There are necessarily 
many new interpretations of agree- 
ments and rules because of the dis- 
turbances of war. And it is essential 
that some uniformity and orderliness 
of interpretation be given. Perhaps, 
however, it is time for some revision 
of the provision which now calls for 
appointment of a referee by the Medi- 
ation Board when the Adjustment 
Board cannot agree. With each side in 
a controversy seeking a referee who 
is favorable to them, this has been the 
principal difficulty of this step in the 
settlement of disputes. Either a perma- 
nent panel of referees or a nonpar- 
tisan chairman of the Adjustment 
Board is a conceivable change. 
Further use may be made of the Ad- 
justment Board in connection with 
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changes in operating rules for the pur- 
pose of enlarging our war effort. If 
these rules, often sought in the name 
of safety during peaceful times, are 
revised particularly for railroads, the 
revised form of them will require much 
interpretation. In this connection the 
Adjustment Board—even an expan- 
sion of it into regional boards—may 
be useful. But it needs to be recognized 
that a significant change in adjustment 
procedure thereby occurs. Instead of 
requests for interpretation coming 
from employers or employees, they 
may come more often from the gov- 
ernment. There is some doubt that 
anything less than an utterly unselfish 
Adjustment Board will be lax in imple- 
menting the nation’s wishes. Repre- 
sentation of the public on the board 
may be essential during the war. 


‘ i ‘HE main difficulty with a war- 


time alteration of the existing 
pattern occurs in connection with the 
mediatory features of the act, the 
Mediation Board, and the Emergency 
Board. These are the steps in dispute 
control which are commonly employed 
in instances of general wage and work- 
ing condition controversies, the kind 
of troubles rather than minor conflicts 
which most distinctly concern a nation 
at war. Any weaknesses in these steps 
of control may seriously impugn all 
of this pattern of control. 


“THERE is likelihood of labor disputes—perhaps very seri- 


Ous Ones 


in utility industries during this war. Even when 


we observe only the factors of union leadership, general en- 
vironment, and grievances, there seems to be excellent prom- 
ise of labor difficulties. Add the war-time changes in labor 
policy—the desirable but not easily realized objectives—and 
the chance of impending trouble is increased.” 
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The essential nature cf mediation 
involves provision for means of mutu- 
al settlement of employer-employee 
differences. The mediators merely wit- 
ness, point up, and suggest compro- 
mises in connection with a controversy. 
Mediation provisions in the railway 
pattern of control simply are a means 
of organizing the bargaining forces, 
including, if the unions are permitted 
or dare to use it, the threat of public 
operation. They are a means of facili- 
tating the conclusions of collective 
bargaining. 

As a result of mediation, there may 
be no recognition of the social con- 
siderations which transcend the inter- 
ests of the immediate bargaining 
parties. Perhaps the carriers, or who- 
ever the employers are,. feel willing or 
compelled in terms of their own in- 
terests to concede a wage increase dur- 
ing mediation. No attention is given, 
consequently, to the general effects— 
inflationary and post war—of the 
higher wages. The interests of society 
may be neglected altogether in media- 
tion. This defect, particularly when 
resources are scarce and when related 
social controls are being used else- 
where, is probably the most serious 
cne in the mediation method. 


me a war crisis the pattern for 
settlement of utility labor dis- 
putes may be revised so that compul- 
sory arbitration is substituted for 
mediation and voluntary arbitration. 
Such a proposal would prevent the 
brotherhoods from refusing, as they 
did in their latest controversy, the 
services of arbitration whereby the 
award would have been morally if not 
legally binding. More strength would 
be placed for bargaining purposes on 


the side of the utility companies. Even 
though utility management has an 
antipathy to war-time wage increases 
for a quite different reason than does 
society, compulsory arbitration might 
serve through the interests of the em- 
ployer to prevent the socially objection- 
able wage increases. 

Unfortunately, compulsory arbitra- 
tion, even in New Zealand and Aus- 
tralia where it has long been used, 
would not promise to eliminate strikes 
or the threat of them. In this country 
railway unions, confronting the re- 
straining effect of compulsory arbitra- 
tion, might be rebellious. If they did 
not really strike for fear of even more 
exacting regulation, they might oppose 
all changes in operation rules designed 
to increase the nation’s war potential. 
There would be, in any case, little 
prospect of their willing acceptance of 
this sort of revision. 

Similarly, utility unions or labor 
organizations in general are strongly 
opposed to antistrike legislation. 
There is a good social case, of course, 
for war-time elimination of the work- 
er’s privilege to strike. If everyone is 
privileged to choose individually what 
he wants to do, if the Army is filled 
by volunteers only, the chance of vic- 
tory is slim. Yet organized labor con- 
siders the right to strike an immutable 
right; it may promise to exercise it 
lightly but it does not want to be di- 
vested of it. Thus, antistrike legisla- 
tion probably does not work because 
it cannot be enforced. We are not capa- 
ble of rounding up a million railway 
workers and of making them work 
efficiently. As a solution for this obsti- 
nacy, some persons may recommend 
the simple nostrum of the last war, 
“work or fight.” This is mostly bluff 
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and nonsense. How could the Army 
use railroad unionists who are usually 
more than forty-five years old? 


lt is generally recognized that labor 
is the most difficult element to di- 
rect toward the best ends of a demo- 
cratic country at war. In the face of 
probable union quests for war-time 
gains and the probable opposition to 
changes in the bargaining position of 
organized labor, it seems likely that 
the existing railway pattern for dis- 
pute settlement is about the most to 


be expected in the utility industries. 
Even if the consequences of concilia- 
tion and mediation in connection with 
it may be far from satisfactory, it is 
better to have a similar pattern for 
other utility industries instead of 
nothing. 

Rather than resort to the more 
forceful devices of compulsory arbi- 
tration and prohibition of strikes, de- 
spite their attractiveness, greater use 
of persuasion and publicity to thwart 
unsatisfactory mediation awards may 
be preferable. 





Preservation of Private Enterprise 


one VV are still free and we still have plenty of fat on our 
economic bones. We can still save private enterprise. 
But we, the American people, have to do that job. We have to 
understand our problems. We have to fight for our economic 
ideals. We have to resist the encroachments of socialism. We 
have to be big enough to stop thinking of our personal interests 
and to attack the broader problems involved not only in the 
revival of private investment banking in America but, more 
important, in the defense of the private enterprise system. 

“That is the system we are in danger of losing. We are about 
to learn—our planners say—that finance is a function of the 
state. When we have learned that, individual freedom will be 
next to go.... 

“We hear on many sides that capitalism has failed. Capital- 
ism has not failed. It is because it is being thwarted that our 
country suffers. What we need, what we must have, is a return 
to capitalism. The day America returns to true capitalism will 
be the day of Hitler's doom, and that of dictators everywhere. 
_ sooner that day comes, the less the cost of this destruction 
will be.” , 


—EmmeEtrt F. ConNneELLY, 
Former president, Investment Bankers 
Association. 
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Utilities after Pearl Harbor 


Transition brought about by war in the regulation 

of railroad, electric power, gas, telephone, radio 

communications, and radio broadcasting services— 
voluntary censorship of radio programs. 


By T. N. SANDIFER 


NE week before the United 
States formally entered war, 


after the country had been in 
a state of emergency for over two 
years, a Washington correspondent 
for a group of publications situated 
in an industrial center of the nation 
could get regular, quick connections 
with his office by long-distance tele- 
phone—and did—several times daily. 
One day after the war started, for all 
his office knew, their man might have 
been picked up by the FBI and detained 
in one of its hideaways. Communica- 
tion was that hard. 

What happened typifies the transi- 
tion for all utilities and public services 
over the country. During the emer- 
gency period some twenty super agen- 
cies of “defense” or “emergency” or 
some other special designation have 
come to roost in Washington. Already 
the city and to some extent many 
other cities, and their connecting rail- 
way, airline, telephone, telegraph, and 


municipal services, were feeling the im- 
pact in one way or another of these 
agencies’ activities. 


. outbreak of war apparently 
led to some common impulse of 
everyone connected with such bodies 
to do something, which resulted in 
seemingly achieving the impossible, 
and making the previous state of af- 
fairs appear like the 1910 era by com- 
parison. What followed a short while 
later, however, likewise typifies a stage 
in the war activities of the aforesaid 
public services. Everybody sat back to 
catch his breath, and to ask himself 
what he was really doing. 

In other words, not only for long- 
distance communications, but in other 
utility fields, once the first shock of 
realization that the nation was at wat 
and something ought to be done about 
it had passed, public adjustment to 
facilities and a notable buckling-down 
on the part of the latter, became evi- 
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UTILITIES AFTER PEARL HARBOR 


dent. The process is not complete, but 
in most instances that concern utility 
organizations it finds teamwork, ex- 
perience, and adaptability getting into 
play. 

Air-raid organization in the cities 
is shaking down, especially in commu- 
nities where rehearsals had taken place 
in other years during local Army or 
National Guard maneuvers. One les- 
son so far is that neither telephones 
nor radio should bear the brunt alone. 
It may be necessary at times to shut 
off radio activities in a given locality, 
or conceivably radio facilities might 
be knocked out. People may not have 
their radios turned on at the necessary 
moment. On the other hand, telephones 
cannot possibly bear the entire emer- 
gency traffic load, even if everyone had 
a phone. The present expectation is 
that telephones -will have a vital part 
in the air-raid protective systems now 
being developed. In actual practice, it 
is probable that every available facility 
will be needed. This includes police and 
fire alarm systems and other independ- 
ent and hitherto private communica- 
tions facilities. 


O NE very broad observation applies 
at this point. In 1917, utilities 
were under regulation; but it was by 
comparison a very loose process judged 
by today’s supervision of transporta- 
tion, communications, gas, and power 
facilities. Today’s war finds Army, 
Navy, and government in close con- 
tact with afl phases of utility operation, 
and not alone where this affects de- 
fense. 

Thus, public utilities that have been 
previously: regulated by Federal com- 
missions or other agencies in normal 
times now have, in addition, an abso- 
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lute maze of regulatory authorities 
cver their every function, from SEC 
to OPM. 

Four days after the United States 
actually was engaged in the war, for 
instance, this appeared from the Office 
of Production Management : 

“Public utilities are forbidden to 
undertake any substantial expansion 
of property or equipment without ex- 
press permission from OPM by 
amendments to Preference Rating Or- 
der P-46,” issued that day by the Pri- 
orities Division. 

Utilities, including suppliers of elec- 
tric power, gas, water, public sanita- 
tion services, or central steam heating, 
have been operating under this regu- 


lation, P-46, since September 17, 1941. 


:  ahinapart going into the whole 
question of power demands, or 


reported shortages, the relation of this 
order to the well-being of utilities as 
listed here, can be gauged by the fact 
that orders for power machinery since 
the launching of the defense program, 
are the heaviest in history. Steam tur- 
bines of 3,000,000 total generating ca- 
pacity were ordered in 1940, and to- 
taled 4,500,000 kilowatts the past 
year. Hydro or water-power genera- 
tors ordered in 1940 came to 500,- 
000 kilowatts in 1940, 1,000,000 the 
past year, with indications of more 
than 5,000,000 kilowatts’ backlog or- 
ders at present. OPM, in saying which 
industry had first call on such output, 
whether for power services, marine 
turbines for maritime or naval use, or 
other disposal, had a powerful grip on 
utilities right there. 

Similarly, demands for materials 
entering construction of rolling stock 
and other transportation equipment 
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are governed by this agency. Here, 
then, are two utilities, transportation 
and power, that in addition to long- 
standing peace-time regulation by es- 
tablished agencies now find their whole 
field of operations covered, with the 
fact evident that not only are they sub- 
ject to any demands that various war- 
active branches of government may 
make, but are subject to control over 
acquisition of the means of meeting 
these extra demands, and in between, 
as to how they shall operate with these 
two end requirements in mind. 
However, whatever may be the case 
as to an actual power shortage, the 
railroads so far have made a rather 
encouraging discovery. Where econo- 
mists of the new defense agencies fore- 
cast an increased emergency demand 
of 10 per cent more than the previous 
year, the realistic and veteran actuaries 
of the railroad organizations have re- 
duced this theoretical forecast to an 
actual projection of about one per cent 
increased demand so far. 
1941, according to a survey of the 
past year’s operations now nearing 
completion, the nation’s railroads 
handled without congestion or car 
shortage the greatest volume of freight 
ton-miles in their history, amounting 
to 470,000,000,000 ton-miles. This was 
during a year in which the draft became 
operative, maneuvers were being held 
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by entire field armies on an unprece- 
dented scale, and emergency activities 
of every description being accelerated, 
The railroads, according to their 
spokesmen, therefore, are viewing the 
year of 1942 in entire confidence that 
they can meet all demands. 

One proviso governs that last ex- 
pectation, however. It is conditioned 
on a supply of materials for adequate 
maintenance and new _ construction. 
Recognizing this fact, the Supply Pri- 
orities and Allocations Board of OPM 
recently acted to provide a series of 
new priority aids which will cover 
material requirements for the first 
quarter of the year. These priorities 
will cover materials for repair of loco- 
motives, passenger and freight cars, 
and for production of 36,000 freight 
cars during February, March, and 
April, with an estimate that about 
9,000 would be completed by the end of 
January. 

This 36,000 cars, from the SPAB 
angle, is contemplated by them to meet 
their calculation of weekly carloadings 
topping a million by May. Their pri- 
ority orders likewise. will cover com- 
pletion during the first quarter, of loco- 
motives now on order, or scheduled 
for production, numbering 248 steam 
locomotives, 58 electrics, and 620 
Diesels. Incidentally preference is to 
be given to 9,000 cars built to military 
specifications, and locomotives, it is re- 


“In 1917, utilities were under regulation; but it was by com- 
parison a very loose process judged by today’s supervision 
of transportation, communications, gas, and power facilities. 
... public utilities that have been previously regulated by 
Federal commissions or other agencies in normal times now 
have, in addition, an absolute maze of regulatory authorities 
over their every function, from SEC to OPM.” 
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quired, must be adapted to both mili- 
tary or foreign use. 

SPAB, incidentally, issued the order 
with a string on it that no commitments 
were involved for additional new cars 
or other equipment after this period. 
The purpose was stated to be to clear 
such construction so that other urgent 
war needs could be put under produc- 
tion. However, a survey was launched 
with the incoming year to determine 
all material needs under the current 
railroad equipment program, including 
lend-lease and other exports. 


N this connection it can be stated 

here what the railroads themselves 
kave in mind ; they had in the past year 
80,000 new freight cars and are enter- 
ing the present year with “on order” 
600 new locomotives, and 75,000 new 
freight cars. A survey by the railroads 
in December led to orders placed and 
projected for a total of 114,000 new 
cars and 975 locomotives up to Octo- 
ber, 1942. This production is calcu- 
lated to meet a 10 per cent increase, 
at least, in the current year’s traffic, 
over last year’s, assuming that OPM’s 
expectations were correct. 

What it involves,in material is indi- 
cated by the OPM estimate of first- 
quarter construction and repair—l,- 
413,893 tons of steel, 353,637 tons of 
cast iron, 19,985 tons of various non- 
ferrous metals, besides 570 tons of 
rubber, among other materials. Con- 
struction of Diesels, it was stipulated 
by OPM, was not to interfere with de- 
liveries of Diesel crankshafts for mili- 
tary use, and at various points care 
must be exercised, according to pres- 
ent conditions, not to jam other de- 
fense production. Hence the railroads’ 
caution that their ability to meet the 
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anticipated year’s loads must be cor- 
nected with an adequate supply of ma- 
terials, which appears uncertain at the 
moment, judging by SPAB’s attitude. 


O NE other sidelight, and an impor- 
tant one, is a railroad plea for 
permission to boost its income, in view 
of these extraordinary needs. Hear- 
ings were scheduled to begin early in 
the year on this request. 

From this rather ponderous aspect 
of the war, it is something of a relief 
to look into radio’s introduction to a 
war régime. Radio, true enough, has 
been in the war for some time, and on 
a scale to enable it to feel that it knows 
its way, even though it was not func- 
tioning on any comparative scale in 
1917-18; not existing, in fact, so far 
as the public was concerned. 

Like other utilities, radio is closely 
governed by Federal regulation, spe- 
cifically by § 606 of the Communica- 
tions Act applying to broadcasting ; the 
President can take over the industry, 
under war demands, but so far, 
through Chairman Fly of the Federal 
Communications Commission, radio 
has been assured that no such act is 
contemplated. 


Horr broadcasting, as well as 

radio operations generally, is on 
a war footing. The change was rather 
sudden in some parts of the country; 
on the Pacific coast, after the sudden 
Japanese attacks, radio stations went 
off the air at frequent intervals during 
darkness, but were back during day- 
light. Stations, generally, have the re- 
sponsibility of going off at the warn- 
ing of approaching air raiders, lest 
their beams serve as night flying 
beacons. 


FEB. 12, 1942 





PUBLIC UTILITIES FORTNIGHTLY 





Freight Business during 1941 


i 1941, according to a survey of the past year’s operations now 
nearing completion, the nation’s railroads handled without 
congestion or car shortage the greatest volume of freight ton-miles 
in their history, amounting to 470,000,000,000 ton-miles. This was 
during a year in which the draft became operative, maneuvers were 
being held by entire field armies on an unprecedented scale, and 
emergency activities of every description being accelerated.” 





There is no internal censorship, as 
such, of broadcasting programs, but a 
number of restrictions have voluntarily 
been assumed by the stations. It might 
be revealed, as a matter of interest, that 
a very capable job of drafting the more 
cogent “do’s and dont’s” was per- 
formed by a veteran from the news- 
paper world, working for broadcast- 
ers, who took in hand some radio 
quirks that long have irritated profes- 
sional newspapermen, because news- 
papers have been tacitly barred from 
such antics for years. 

One such stricture to broadcasting 
stations, for instance, warned ‘“Re- 
member the Men from Mars.” A 
young man rocketed to fame from that 
very ill-considered performance, for 
which he can doubtless thank the some- 
times curiously tolerant American 
sense of humor. There will be no re- 
peat performance of such stunts over 
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the radio in war, it can be assured. To 
preclude even the possibility of public 
hysteria from hearing the wrong part 
of a radio drama, broadcasters will 
earmark their offerings so frequently 
that there can be no mistakes ; further- 
more, the stations have been cautioned 
that war news as such is sufficiently 
impressive, and does not require studio 
sound effects to make it more exciting. 


Gre does not permit an elabora- 
tion of what may be called a code 
for war broadcasting, but one more 
point is worth noting: No longer willa 
radio sports audience, keyed for the 
opening gong, or the kick-off, or the 
pitch, hear any remarks on the weather 
at the scene from the sports an- 
nouncer. 

That sport broadcaster’s standard 
filler-in, “It’s a bright day at old Wai- 
kaiki,” or wherever else he happens to 
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be, is out for keeps. Weather sharks, 
knowing that it is raining at Kankakee, 
may figure the weather will be just 
right the following Tuesday for drop- 
ping explosives on some city a thou- 
sand miles the other direction. 

Those noisy ad lib street broadcasts 
also are ruled out as dangerous ; some- 
body might drop some information, 
innocently, or with intent. There are 
several pages of more serious guides 
to sane war reporting by air, and ‘to 
emergency services by radio stations 
which indicate that they realize the 
vital place they have in community life 
today. 

Censorship does extend now, how- 
ever, to international communications, 
by radio, telephone, or cable, and legis- 
lation, which already covers such trans- 
mission lines, is pending which would 
include other means of communica- 
tion. Federal requests for more drastic 
seizure authority was sidetracked in 
Congress by a narrow margin, and 
such leanings to power may be mani- 
fested again at an opportune moment. 


| pies services are having extra 
burdens placed on them in various 
war-fostered activities, but at the same 
time face potential, and some present, 
loss of revenue through blackouts. All 
over the country, and particularly on 
the coasts, blackouts are prevalent, in 
part or im toto, according to locality 
and the state of the public mind. Shop 
windows are no longer brightly lighted 
at night; street advertisements are 


dark; and in many homes lights are 
used sparingly. The ultimate effect on 
revenue will be determined later, when 
more time has elapsed. 

Meanwhile, power installations, tele- 
phone, and other communication cen- 
ters are being closely guarded in vital 
areas as a defensé measure, which is an 
index to the importance of modern 
utilities in community existence. 

Recalling the recent discussion in 
these pages of the problems of gas com- 
panies in the emergency, the major 
shift of industry to new locations, 
typified by the expansion of steel pro- 
duction through new facilities on the 
Pacific coast, has placed additional 
loads on these utilities. In some areas 
the problem of gas supply and new de- 
mands is acute. The Federal Power 
Commission and OPM, as just one 
phase of handling this situation, re- 
cently surveyed all companies that 
once used manufactured gas but now 
depend on natural gas, with a view to 
putting such concerns back on manu- 
factured gas to ease pressure on sup- 
plies of the natural substance. 


[T° some areas natural gas is the prin- 
cipal source of fuel for steel fur- 
naces, and in such areas, where gas also 
is the winter heafing fuel in the com- 
munity, the problem has required ad- 
justment. 

As indicated in the beginning, ad- 
justments are being made, in this as 
well as other utility fields, to meet a 
changing world. 





“LocIcAL first steps to ward off inflation would be efforts by the government 
itself to economize on nondefense expenditures and proper encouragement to 
industry to increase production. There ts no better antidote for inflation than 
the free working of the law of supply and demand.” 


—WALTER D. Futter, 


President, Curtis Publishing Company. 
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Those Public Ownership 
Election Campaigns 


Municipal plant proponents may apparently do as they please 

politically, in the opinion of some, who at the same time demand 

that private utilities in the defense of their properties be mighty 

particular about their etiquette—a view not fully shared by the 
author. Suggested campaign technique. 


By ALFRED M. COOPER 


N March 11, 1941, the citizens 
of Spokane, Washington, re- 
jected by a vote of more than 

three to two an ordinance which would 
have authorized public acquisition of 
the electric distribution system of the 
Washington Water Power Company. 
Proponents of the public ownership 
proposal explained the verdict as being 
the result of an active campaign by the 
private company. Opponents of the 
proposition explained the result as be- 
ing a rebellion by the voters against 
attempts of the Federal government to 
dictate local policies. Each side accused 
the opposition of improper political ac- 
tivity, reckless propaganda, etc. 

What were the facts? The facts 
seemed to be that both sides did indulge 
in active propaganda. The Federal 
Power Commission specifically made 
the charge against the power company 
in a rather unusual form of an opin- 
ion which was made public just prior 
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to the holding of the Spokane election. 
A reading of the FPC opinion itself 
would plainly reveal which side the 
FPC was pulling for. And the timing 
of its release speaks for itself. Further- 
more, there were speeches by the Bon- 
neville Administrator, Dr. Paul J. 
Raver, and other Bonneville em- 
ployees, who appeared in Spokane “at 
the invitation” of the city commission 
to explain the benefits and possibilities 
of public power. Franked mail carry- 
ing reprints of propaganda pieces in- 
serted in the Congressional Record 
showered the town. 

Since, therefore, it appears that not 
only the private power company but 
officials of the Federal government and 
other pro-public ownership groups 
were doing their bit to affect the elec- 
tion results, we are faced with the 
question of whether it would not be 
better all around if both sides were to 
come right out in the open and admit 
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that they were in the fight for political 
victory. This question is by no means 
confined to the Spokane incident, which 
merely serves as a fairly recent case 
study. 


‘Piperees the public can under- 
stand how a private company, 
faced with extinction on a political bal- 
lot, finds it necessary to engage in polli- 
tics as a matter of self-defense. And if 
it is fair for the private company to be- 
come politically active on one side, i 
is equally fair for interested organiza- 
tions and groups of citizens to become 
politically active on the other side. The 
function of the Federal government 
and its officials and employees may be 
open to question, especially when it is 
remembered that the question of munic- 
ipal utility operation is one to be de- 
cided by the citizens immediately con- 
cerned. At any rate, a realistic view of 
the matter would clearly be preferable 
to the somewhat hypocritical spectacle 
of one branch of the Federal govern- 
ment figuratively wringing its hands 
in horror because a private power com- 
pany engages in political activity, while 
another branch of the Federal govern- 
ment is in there fighting just as hard 
as it can on the other side of the same 
election. 

Moreover, assuming both sides are 
entitled to join in the fray in defense 
of their respective properties or poli- 
cies, a supplementary question arises 
as to just what is the best way to go 
about obtaining a victorious result. 
This question is of perhaps more im- 
portance to the private companies for 
the simple reason that they have to 
lose only once, and it is all over but 
the actual transfer of property title. 
Public ownership proponents, on the 
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other hand, can afford to make mis- 
takes, because if they don’t win this 
time they can try again in a few 
months, and they frequently do. 


ena or later it happens in any 
city that there appears on the bal- 
lot at a municipal election in that city 
measures which are of vital interest 
to the electric or gas utilities serving 
the community. In some cities these 
measures have a way of popping up 
once or twice yearly. Issues may range 
from minor franchise restrictions to 
bond propositions to buy out the private 
utility or build a competitive plant. 
Particularly in cities in which the 
voters may exercise the right of the 
initiative petition, almost any proposi- 
tion may appear on the ballot at any 
election. 

The management of a utility, pub- 
licly or privately owned, may be com- 
pletely competent to take care of any 
normal or abnormal condition affect- 
ing the operation of that utility, and 
at the same time fumble badly in con- 
ducting an election campaign. I have 
known a utility to spend half a million 
dollars on one campaign—most of the 
expenditures of a useless or ineffective 
nature—and needlessly lose the cam- 
paign by a 2-to-1 vote. I say “need- 
lessly” because the opposition, with no 
more right on its side than the loser, 
spent less than $25,000 on that par- 
ticular campaign, but won by an intel- 
ligent use of forces which required no 
expenditure of money at all. 


and 


een, gubernatorial, 
mayoralty elections usually express 
the will of a majority of the voters in 
the choice of a man for public office. 
Municipal elections in which no one is 


FEB. 12, 1942 





PUBLIC UTILITIES FORTNIGHTLY 





Efforts of Employees in Voting Campaigns 


ate - aloapis thousand votes often will carry a special election 1n a city 

of 1,000,000 inhabitants. With a little assistance from the other 

campaign activities utilized by the company, the concerted efforts of 

5,000 employees, contacting only their friends and neighbors, will carry 

an issue appearing on the ballot at a general election in a city of this size. 

In a close election organized and trained employee-citizen contacting will 
make the difference between success and defeat.” 





running for office, and particularly 
special elections called for the purpose 
of deciding issues only, express the 
will of a minority of the people—those 
who can be persuaded to go to the polls 
and vote on election day. Frequently, 
even when the issues involved are really 
momentous in importance to the elec- 
torate of a community, it is possible to 
interest but a small percentage of the 
voters to the extent that they will take 
the trouble actually to go to the polls. 
A considerable number of utility own- 
ership elections are decided under ex- 
actly these conditions. 

Here is the common procedure 
adopted by the average utility in fight- 
ing for or against an issue in a munic- 
ipal election campaign. Depending for 
size upon the importance of the issue 
involved, an appropriation of money is 
made to finance the fight. Advertise- 
ments are run in the daily newspapers, 
and an effort made to secure favorable 
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editorial and news comment by that 
section of the press which is on the 
company’s side. Radio time is reserved 
on local stations. Perhaps a number of 
billboard posters are displayed. A 
“citizens’ committee” is organized, and 
publicity is given to its membership. 
A speakers’ bureau, made up of com- 
pany employees who are pretty good 
talkers, is established and speakers are 
sent out to tell the company’s side of 
the story to groups of club members 
and industrial employees. 


ee mysterious expendi- 
tures from the war chest are made 
in an effort to influence certain groups 
of “controlled” votes—which usually 
somehow fail to materialize on election 
day. Again, a “newspaper” may sud- 
denly blossom forth for a few issues, 
in which the opposition is torn to pieces 
by trained critics. Once in a while 
pseudo-clever schemes will be tried out. 
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For example, one company had men 
go through the town at night and daub 
the city’s sidewalks and buildings with 
crudely painted exhortations to vote 
for the opposition. The anger of the 
citizens against this defacement of 
their town may have helped the com- 
pany’s cause a bit, but such finagling 
is pretty small business. 

On election day each voting place is 
picketed with two or three “watchers,” 
who stand at a legal distance from the 
polls and hand out literature—and 
pleas to vote right—to the citizens ap- 
proaching the booth. And on this day, 
as for weeks previous to the election, 
gangs of doorbell-ringing employees 
canvass each district, house to house, 
attempting to sell the company’s story 
to the impatient and disinterested lady 
who answers the door. 

That’s about the picture. And along 
about 10 o’clock on the night of the 
election day, when the returns are suf- 
ficiently complete to prove that the 
company has lost its fight, those re- 
sponsible for the conduct of the cam- 
paign begin wondering where they have 
slipped up, and finally go to bed con- 
vinced that the will of the people has 
been opposed to them throughout the 
campaign and they would have been 
licked no matter what they might have 
done or left undone. Which is a very 
comforting conclusion, but one hardly 
in accordance with the facts. 


M: of the campaign activity of 
this kind is a waste of time. Ad- 
vertising, oratory, and especially door- 
bell ringing, are not decisively effective 
methods of winning municipal elec- 
tions. If the opposition understands 
the fundamental theory of correct em- 
ployee-citizen contacting, it will win at 
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a walk against such old-fashioned 
methods. When billboards and speak- 
ers are used, it should be recognized 
that they constitute but the trimmings 
of the campaign. House-to-house can- 
vassing and poll picketing should un- 
der no circumstances be permitted. 
Such crudities lose many more votes 
than they gain. 

The vital function of employee- 
citizen contacting in winning a munici- 
pal election campaign cannot be over- 
estimated. Properly executed, it is of 
more value than all other activities and 
efforts which management may devise 
with which to gain this end. It is the 
exact antithesis of house-to-house 
doorbell ringing. ; 

If the employee-citizen contact is to 
be emphasized it should be borne in 
mind that it is not enough to call the 
employees together in mass meetings 
and adjure them to cooperate in help- 
ing to win the campaign about to en- 
sue. These employees must, instead, 
be very carefully trained for this activ- 
ity. When they contact citizens they 
must know exactly what to say, not 
only at the outset of the contact, but 
throughout the interview that follows. 

They must be thoroughly prepared 
to answer any and all objections which 
the citizen may raise to voting as he or 
she is requested by the employee. The 
employee must appreciate the need for 
a second and perhaps a third contact 
with each of the little group he has 
elected to take care of, before and on 
election day. Such instruction cannot 
be given at mass meetings nor by the 
issuance of unaided printed or mimeo- 
graphed informational material. 


N all these suggestions may 
seem pretty cold-blooded and 
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“PRESIDENTIAL, gubernatorial, and mayoralty elections usu- 
ally express the will of a majority of the voters in the choice 
of a man for public office. Municipal elections in which no 


one ts running for office, and particularly special elections, 
called for the purpose of deciding issues only, express the will 
of a minority of the people—those who can be persuaded to 
go to the polls and vote on election day.” 


hard-boiled, unless one realizes that 
either side can take advantage of them. 
What is sauce for the municipal goose 
should be sauce for the private owner- 
ship gander. And some well-estab- 
lished municipal plant organizations 
have been using similar practical 
political tactics for years. 

In the case of a private utility, faced 
with the prospect of extinction, it 
would seem to be mere quibbling for 
the Federal Power Commission or any- 
body else to say that the utility com- 
pany alone, of all interested parties in 
an election, should be prevented from 
organizing political resistance as a mat- 
ter of self-preservation. Indeed, the 
private utilities have already tried to do 
this, and the principal difficulty seems 
to be the lack of effectiveness. 

And so, with the public ownership 
groups organizing their membership 
and supporters on a personal contact 
basis, and with even officials of the 
Federal government pitching in with 
all the prestige and free publicity they 
carry along with them, private com- 
panies either have to match strategy 
for strategy or face the consequences. 

There is a fair question, of course, 
as to whether the utility consumers 
should be asked to foot the bill. The 
best way around that is to be sure that 
the organization of employees is volun- 
tary, not on company time, and that 
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expenses of the campaign are charged 
to surplus rather than to operating ex- 
penses. Incidentally, the impropriety 
of making the utility consumers pay 
for a utility’s political activity is no 
greater than the impropriety of mak- 
ing the taxpayer—Federal, state, or 
local—pay for political activities of 
Federal, state, and local officials, re- 
spectively. It is common knowledge 
that local political activities of certain 
municipal plant employees have never 
been confined entirely to nonworking 


hours. 
ead the company’s standpoint, elec- 

tioneering by organized employee- 
citizen contacting presents many ad- 
vantages over the hit-or-miss doorbell- 
ringing, literature-distributing meth- 
ods so frequently used in such cam- 
paigns. It is more dignified, infinitely 
less obtrusive and obnoxious, and gains 
friends, rather than makes enemies, 
for the utility. If you doubt the eff- 
cacy of this method, put yourself in the 
place of the voter, and decide whether 
you would vote as some friend or 
neighbor requests, or whether you 
would vote as requested by a total 
stranger, either speaking over the 
radio, or ringing your doorbell per- 
haps at a moment most inconvenient 
for you to answer it. 

On election day, no employees are 
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permitted to picket polling places, and 
no effort is made to pass out literature 
in the vicinity of polling places or any- 
where else. Company employees, iden- 
tifiable as such, hanging around the 
polls only serve to antagonize voters. 
And voters know how they will vote 
before they leave home for the polls. 
They are not influenced by some 
stranger who buttonholes them on the 
street or shoves pamphlets in their 
hands as they approach the polling 
place. 

Seventy thousand votes often will 
carry a special election in a city of 1,- 
000,000 inhabitants. With a little as- 
sistance from the other campaign ac- 


tivities utilized by the company, the 
concerted efforts of 5,000 employees, 
contacting only their friends and 
neighbors, will carry an issue appear- 
ing on the ballot at a general election 
in a city of this size. In a close election 
organized and trained employee-citizen 
contacting will make the difference be- 
tween success and defeat. 

Election campaigns are a necessary 
evil in the life of most utility corpora- 
tions. It would seem that this will be 
increasingly true in the years. immedi- 
ately ahead. The organization which 
makes the best use of its potential 
political power will win these cam- 


paigns. 








“Cookin’ with Gas!” 


Go gas companies which have inv ested a fair amount of promotional 


money to popularize the slogan, “cookin’ with gas,” have now re- 
ceived a rather unexpected dividend in a most amusing form. By one 
of these unexplainable whimseys, so characteristic of American slang, 
the phrase has been appropriated by the “hep cat” cognoscenti to indi- 
cate an active, intelligent, or appreciative state of mind—something 
like the much older phrase, “He catches on”; the party who does the 
right — exercises shrewd judgment, or grasps a difficult situation 
is said to be “cookin’ with gas.” The phrase is enshrined in the recent 
Goldwyn-RKO Radio picture, “Ball of Fire,” which is a veritable 
thesaurus of ultra modern slang. The plot concerns a young professor 
(Gary Cooper) who leaves his cloister to track down the ramifications 
of slang. He encounters a dance hall hostess (Barbara Stanwyck) who 
turns out to be a prize exhibit, since she apparently cannot open her 
mouth without emitting a weird or picturesque idiom. The inevitable 
happens when the pretty dancer, after teaching the professor all the 
odd meanings, has to marry him to demonstrate the meaning of “yum, 
yum.” When this final lesson is learned, the heroine says appreciatively, 
“Now, Professor, you’re cookin’ with gas!” 
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A Western City Revamps 
Its Municipal Utilities 


And thus, declares the author, solves its 


disturbing debt problem 


By OLAF D. BAKER 


UCH concern is felt by think- 

M ing people about mounting in- 
debtedness in public affairs. 

When debts are accumulating it is time 
to make an appraisal of conditions and 


opportunities, then do something about 
it. 


That is what Miami, Oklahoma, did 
fourteen years ago. The city officials 
found their indebtedness mounting. 
Their municipal utilities were in a cha- 
otic condition. There were no plans or 
prospects of meeting the indebtedness 
or for making needed improvements. 

The situation was cause for serious 
thought. It was decided to appoint a 
board and call it the utility board—the 
board’s function to be the directing of 
the operations of the city-owned util- 
ities. Through this carefully selected 
and well-organized group, the city’s 
indebtedness has been reduced to a 
small amount. Also taxes have been 


lowered—rates lowered, together with 
the making of utility improvements 
and contributing to many of the city’s 
new developments, all of which would 
have been impossible without the ex- 
pert management of the utility board. 

As a result of the transition of the 
operation of the utility department 
from the local council to a specialized 
group of men, the city has enjoyed a 
general trend of prosperity. 

From their long look ahead, the 
members of the utility board are now 
seeing their dreams come true. Besides 
the reduction of the bonded indebted- 
ness they have efficient and abundant 
service for the people. This is expected 
to continue with no increase in rates 
but with a decrease in face of higher 
operating costs. Wages may have to 
be increased. But with more people and 
industries requiring service, the util- 
ity department’s income grows. 
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A WESTERN CITY REVAMPS ITS MUNICIPAL UTILITIES 


In viewing the accomplishments of 
the utility department of Miami, Okla- 
homa, a little city of around ten thou- 
sand inhabitants, let us take a brief look 
at the background. 

In 1926-1927 the conditions were 
indeed chaotic. The power plant was 
in such a dilapidated state that the city 
was forced to bring in, at a seemingly 
high cost, the Empire District line as 
an emergency relief. The power units 
were virtually out of service and the 
power lines were in ruin. There was an 
indebtedness and no funds with which 
to meet it. 


HE city council studied the situa- 

tion. It was evident that it must 
have some one with special electrical 
training to advise or direct the opera- 
tion of the city’s plant. There was need 
for trained business men. When it was 
suggested that a board be named to 
direct the operation of the utility de- 
partment in its entirety, it was found 
that there was no provision for such 
a board in the city’s charter. Steps were 
then taken to amend the charter. When 
the amendment was made the mayor 
appointed four men, an electrical en- 
gineer, lawyer, insurance man, and a 
banker, to act as the utility board. 
These men were appointed without any 
political suggestions or obligations, 
their service to be a contribution to 
the city. These men were then approved 
by the city council. 

The city charter as amended pro- 
vided that the general government has 
nothing to do with the finances of the 
utility department, that the utility 
board has charge of the affairs of the 
municipal water and light plant of the 
city. It is to be self-sustaining. 

he utility department does not re- 
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ceive any contributions from the city’s 
general government but it contributes 
from its surplus earnings to the gener- 
al government of the city. The public 
utility department furnishes the sink- 
ing fund upon the public utility bonds 
as provided by the Oklahoma statute. 

That the members of the uti'ity 
board are alert to social responsi- 
bilities, making true appraisals of con- 
ditions, opportunities, and future trends 
is evident in their operating practices. 

Recognizing that a public buying 
service is interested in the quality of 
light power it receives, then quantity 
and continuity of service, the utility 
board set to work to meet the people’s 
needs. This required the rehabilitation 
of the power and light lines, also an 
installation of an extensive new switch- 
board. 

In order that there be a continuity 
of service, the lines were sectionalized. 
In this way disturbances can be worked 
on and corrected without interfering 
with service in other sections. 


it was necessary to study expendi- 
- tures and incomes. To do this the 
utility board established a careful ac- 
counting system. The board approves 
all expenditures. An AFE (Authori- 
ty for Expenditures) estimate is pre- 
pared in detail on expenditures to a 
capital account which exceed $50. It 
is approved or disapproved by the util- 
ity board. The utility board receives 
a completion report item when the 
work is finished. The utility board is 
able to determine each month the de- 
tail cost of operation from the trial 
balance and balance sheet which is sub- 
mitted to it. The superintendent in 
charge of the utility operations is relied 
upon for advice on buying equipment 
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Efficient Management of Utilities 


“MI UCH progress has been realized because of the efficient manage- 

ment of the utilities by the utility board [in Miami, Oklahoma]. 

Attractive rates and efficient service have aided largely in bringing to 

Miami and vicinity during the last four years twelve new industries with 

an annual payroll around $1,229,780. During this period there has been 
a marked increase in Miami's city sales volume.” 





as he is familiar with all types of sup- 
plies and equipment. 

As far back as 1911 two small steam 
engines were purchased for the pur- 
pose of furnishing power and light to 
the little town, Miami, Oklahoma. The 
town officials swelled with pride over 
the equipment. It was the best gener- 
ating equipment the community at 
that time could afford to buy. It met 
the needs of the people then but with 
the development of the lead and zinc 
mines, lying close to Miami, and the 
World War, the plant was soon found 
to be inadequate to meet the people’s 
needs. 

With new developments the public 
required and demanded a better qual- 
ity of light and power. Also a greater 
quantity and continuity of service. The 
city administration decided to buy an 
engine of 500-horsepower capacity. 
Two years later with a larger popula- 
tion the consumption power was 
stepped up until the city officials bought 
a second unit, 585 horsepower. Thus 
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the former horsepower capacity was 
more than doubled. 

Under the supervision of the utility 
board, which was organized since the 
purchase of the engines, an $84,000 
1,500-horsepower generating unit was 
purchased. 


HE city has increased its munici- 
pal light plant equipment to four 
power units, the newest and largest 
having a 2,400-horsepower capacity. 
The plant represents an investment of 
around $500,000 and is paid for in full 
from the utility department’s revenues. 
In providing sufficient equipment 
for future demands, which may be 
largely increased by the defense pro- 
grams, the utility board wisely en- 
larged the plant capacity while it was 
possible to purchase equipment before 
the pressing need of defense required 
so many of the metals. Again it is 
ready for emergencies. 
With the efficient equipment the city 
of Miami has been able to give a service 
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to meet all the requirements of a grow- 
ing little city and to retire much of the 
city bonded indebtedness. In 1933 the 
city’s bonded indebtedness was around 
$700,000. The bonded indebtedness in 
1941 was less than $200,000. Seven- 
teen thousand dollars was due October, 
1941. Twelve thousand dollars worth 
of bonds were already purchased ; the 
rest retired. In October, 1942, $163,- 
000 of bonds will be due. These will 
be retired from money already ear- 
marked. These are all paid from the 
utility department’s earnings. There 
remains $76,000 bonded indebtedness 
after this year. 

Aside from paying so much indebt- 
edness the utility department an- 
nounced a 10 per cent cut in city elec- 
tricity rates as a 1940 Christmas pres- 
ent to their patrons. This is estimated 
by the utility board to amount to an 
annual saving to the patrons of $19,- 
000 to $20,000. As consumption in- 
creases the utility board plans for fur- 
ther reductions. 

For domestic consumers within cor- 
porate limits effective on December, 
1940, bills, the rate became 7.65 cents 
for the first kilowatt hours per month 
on single phase, 6.12 cents for the next 
kilowatt hours. The average consumer 
is affected mostly by these rates. 


UCH progress has been realized 
because of the efficient manage- 

ment of the utilities by the utility 
board. Attractive rates and efficient 
service have aided largely in bringing 
to Miami and vicinity, during the last 
four years, twelve new industries with 
an annual payroll around $1,229,780. 
During this period there has been a 
marked increase in Miami's city sales 
volume. For the fiscal year 1937-38 the 


225 


city sales were $2,600,000; for 1938- 
39, $3,360,200; for 1939-40, $3,782,- 
100; for 1940-41 fiscal year $4,500,- 
000. These figures supported by sales 
tax figures present an economic growth 
showing gains exceeding in sales 
volumes reported in Oklahoma of 
other cities of corresponding size. 

An overall factory with approxi- 
mately three hundred and ten em- 
ployees is one of the new industries 
made possible by attractive light and 
power rates for the electric cutting and 
sewing machines. In a separate build- 
ing the manufacturing company has 
given work to forty-two boys and girls 
from the NYA sewing machine proj- 
ect. With electric machines they are 
able to turn out with skill the khaki 
drill trousers and shirts for Oklahoma 
projects. Red Cross work is now being 
done by electric machines. Plans are 
being made to put electric stitching 
machines in a new building at the 
Northeastern Junior College. This is 
for the purpose of training youth so 
that they will be able to fill jobs in na- 
tional defense work or private indus- 
tries. 

The overall factory received in Oc- 
tober, 1941, its second government 
contract. The first designated the man- 
ufacture of 50,000 denim trousers. The 
second was for 25,000 pairs of herring- 
bone twill (khaki cloth) trousers: The 
notice of contract called for delivery of 
order in 180 days. With their efficient 
electrical equipment, the factory ex- 
pects to handle the order with the pres- 
ent employees. 


2 financial prospects of Miami, 
Oklahoma, and vicinity, aside 
from the mining industry, depend 
largely upon inducing new industries 
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“THE city [Miami, Oklahoma] has increased its municipal 
light plant equipment to four power units, the newest and 
largest having a 2,400-horsepower capacity. The plant rep- 


resents an investment of around $500,000 and is paid for 
in full from the utility department’s revenues. .. . With the 
efficient equipment the city of Miami has been able to give 
a service to meet all requirements of a growing little city and 
to retire much of the city bonded indebtedness.” 


to its area, industries that will live after 
the defense boom is over. As to the 
overall factory, people will go on wear- 
ing overalls in peace time; the packing 
plant will continue its service of pre- 
paring meats for the ever-hungry pub- 
lic; the stockyards will go on providing 
a market for the farmer’s stock. All 
these and many more are peace-time 
projects. Yet they contribute to the de- 
fense program. 

As a little city with prospects of a 
rapid growth there were many things 
needed which required money. The 
utility department, by its splendid 
management, had the money to con- 
tribute to these needs. 

Among the needs was a swimming 
pool. The young people of town and 
vicinity got into their cars and went 
to other towns, often to adjoining 
states. Miami saw the necessity of hav- 
ing a pool and bathhouse. The pool has 
a 900,000-gallon capacity of water and 
is modern in every respect. The 250- 
foot by 100-foot pool has submarine 
lights and electric cascade with differ- 
ent lighting effects. In keeping with 
the state board of sanitation the water 
is constantly chlorinated. With its 
colorful setting on a knoll in a beauti- 
fully landscaped park and its attractive 
bathhouse, the pool draws young peo- 
ple from miles around—Kansas, Mis- 
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souri, and the surrounding country in 
Oklahoma. With its gaining popular- 
ity it soon became self-supporting. 
Besides the $27,000 contributed by 
the utility department for the building 
of the municipal swimming pool, 
$1,200 came from the same source for 
the building of four concrete lawn 
courts, modern in every respect and in 
keeping with the requirements of the 
United States Lawn Tennis Associa- 


tion. 
} ew contributions by the utility 
department to city improvements 
are the widening of streets, building of 
White Way No. 2, storm and sanitary 
sewers, new barns at the fair grounds, 
a heavy guide wall at the dam on the 
Neosho river which borders Miami on 
the west, a large stone display building 
at the fair grounds, and installation of 
traffic lights. Also contributions are 
made to the library, fire department, 
park, Oklahoma Junior College, air- 
port lights, and hospital. Free service 
is estimated to reach $12,000 to $15,- 
000 annually. One of the new projects 
is the building of a grandstand at the 
fair grounds. This is a completion of 
the grounds fitted for stock shows, 
community and farmer displays, and 

fairs. 
With the airplanes came a demand 
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for an airport. The utility board was 
called upon. The contribution was 
made and the airport was built. It is 
located within a mile and one-half of 
Miami. The Spartan School of Aero- 
nautics became interested in the Miami 
airport. More acreage was obtained. 
The utility board contributed for im- 
provements, the amount not to exceed 
$50,000. The Spartan School of Aero- 
nautics is now training youth in the 
defense program. This project brings 
as many as 45 instructors and around 
180 students which come in groups of 
around 50 each and leave in twenty 
weeks. 

Efficient electric light and power 
service and modern conveniences of- 
fered by the city are attracting new in- 
dustries and people. The things we 
could not have without the efficient 
management of the utility department 
have made Miami, Oklahoma, a desir- 
able place in which to work and live. 


Ww" the utility department dis- 
tributing a payroll around $35.,- 
000 together with the many free con- 
tributions to the various projects, the 


sinking fund which includes more than 
$100,000 in city bank deposits amounts 
to not less than $125,254.74 as of 
December, 1940. Since then meters 
have been going in at an unusual rate. 

Within less than the average span 
of life a little prairie trading post in 
the once Indian Territory has become 
a progressive little city. At Christmas 
time large electric candles line the one 
time old Indian trail, which is now the 
great paved highway 66. Over this 
highway is almost a continuous parade 
of traffic, day and night. During the 
Yuletide season many travelers stop to 
inquire about the beautiful electrical 
decorations and the attractive little 
city which affords such a profusion of 
many colored and artistically arranged 
lights, 

Every phase of the city’s life, social, 
financial, and industrial, has had the 
support of the utility department as 
operated under the directions of the 
utility board. 

With the utility department on a 
sound financial basis, the city is in posi- 
tion to meet the needs of greater de- 
velopments. 





Liberal Democracy 


as | SHOULD like to say something in passing about two 
criticisms lately made of American liberalism, usually 
by people who have had one eye on either German Fascism 
or Russian Communism. It has been objected that liberalism 
is a vague and ever-changing social movement. This, let us 
happily admit, is true of the letter of its program, though not 
of its spirit. The same thing ts certain to be true of every 
vital popular movement whose growth is unconfined by a 
mental or physical Gestapo. Only cadavers can be precisely 
anatomized ; only a creed enforced by an Inquisition is safe 
from change.” 
—Wicpvr Lucius Cross, 
Former governor of Connecticut. 
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Wire and Wireless 
Communication 


RESIDENT Roosevelt has signed the 
Lea bill giving him broad war-time 
powers over wire communications fa- 
cilities. The bill would empower Mr. 
Roosevelt to take over any and all Amer- 
ican wire facilities—telephone, _ tele- 


graph, or cable—if he deems such action 
necessary to the war effort. When the 
measure was under consideration, offi- 
cials assured congressional committees 
that such action was contemplated only 


in limited instances. 

The White House said Mr. Roosevelt 
signed the communications bill on Janu- 
ary 26th. 

The text of the Lea bill, which amends 
§ 606 of the Communications Act of 
1934, was reprinted in full in Pustic 
Uti.ities FortNIGHTLY, issue of Janu- 
ary 15th, page 99. (See also page 243 
of this issue.) The Senate passed the bill 
in exactly the same form as that ap- 
proved by the House. 


*x* * KX * 


HE power of the Federal Com- 
munications Commission to issue 
subpoenas for general inquiries was up- 
held on January 26th by the United 
States Court of Appeals in the District 
of Columbia. Chief Justice D. Lawrence 
Groner spoke for the court in affirming 
an order that Major James G. Stahlman 
appear and testify in an investigation of 
the faults and advantages of the owning 
of radio stations by newspapers. 
Major Stahlman, publisher of the 
Nashville (Tenn.) Banner and a former 
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president of the American Newspaper 
Publishers Association, defied an FCC 
subpoena, then was ordered by the dis- 
trict court to obey. He took the appeal 
which was decided in favor of the FCC 
last month. 

Chief Justice Groner said the court 
was not sanctioning any fishing expedi- 
tion, in which witnesses might be com- 
pelled to expose their records in the hope 
something would turn up. But the court 
would not assume that such an expedi- 
tion was contemplated. 

The chief justice pointed out that pre- 
vious decisions have established that 
there is nothing in the FCC Act which 
prevents or prejudices a newspaper 
owning a radio station, since the act re- 
quires no more of an applicant for a 
radio license than “citizenship, charac- 
ter, and financial and technical qualifica- 
tions.” With these requirements met, the 
act subjects the granting or refusing of a 
license only to “public convenience, in- 
terest, or necessity.” 


EANWHILE, the FCC continued 

with its investigation into the 
ownership of radio stations by news- 
paper publishers. An earlier attempt bv 
newspaper publishers to have the FCC 
dismiss or suspend the inquiry because 
of the present critical war emergency 
was blocked by the commission. 

On January 23rd a noted historian, 
Dr. Frank Luther Mott, told the FCC 
that it was a natural development for 
newspapers to enter the radio field. Dr, 
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Mott is director of the University of 
Iowa School of Journalism. He said he 
would oppose any prohibition to prevent 
the future acquisition of radio stations 
by newspaper interests. , 

Commissioner T. A. M. Craven, who 
opposed the investigation, asked Dr. 
Mott whether he saw any danger in the 
licensing of more radio stations to news- 
papers. 

“No, I don't,” the witness replied. 

Craven then asked whether prohibi- 
tions against newspapers operating 
radio stations would endanger the free- 
dom of the press and Dr. Mott replied 
that “it certainly would be a strong blow 
against the newspapers, economically 
and in the matter of prestige.” 

Craven next asked whether Dr. Mott 
saw any danger to the freedom of the 
press by licensing of stations owned by 
newspapers. He replied that it was “con- 
ceivable” that a newspaper, whose li- 
cense was coming up for renewal, might 
change its attitude on some govern- 
mental question, “but this certainly 
would not be general.” 

At the outset of Dr. Mott’s testimony, 
Sydney M. Kaye, as counsel for the 
newspaper-radio committee, remarked 
that some previous witnesses had made a 
“suggestion that there has been a deteri- 
oration of the American press.” There 
was considerable discussion as_ to 
whether such an impression had been 
made, and Craven cut in to say there had 
been a suggestion that “the pocketbook 
is more important” than it used to be. 

After tracing the history of American 
journalism from the earliest times to 
1914, which he called the start of the 
period of “great consolidations,” Dr. 
Mott said it “seems very apparent that 
consolidations in a great many cities have 
given those cities better newspapers.” 


* * *K * 


T the last minute the House Appro- 
priations Committee wrote a provi- 

sion in the $2,096,138,875 independent 
offices appropriation bill on January 
22nd to prohibit payment by the Federal 
Communications Commission of the 
$5,600 annual salary of Goodwin Wat- 
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son. Watson heads the analytical study 
section of the foreign broadcast moni- 
toring service. 

During hearings on the bill, Repre- 
sentative Starnes, Democrat of Ala- 
bama, said that a congressional com- 
mittee, apparently the House Committee 
on Un-American Activities, had docu- 
ments “which identify Dr. Goodwin 
Watson as being actively associated 
with—either as an adviser, author, in- 
dorser, or sponsor of—seven different 
organizations which are known to be 
Communist - front, | Communist - con- 
trolled, or Communist-dominated or- 
ganizations.” 

* cS * * 


N encouraging note was sounded 
last month for public utilities by: 
one of the country’s leading state regu- 
latory agencies. The Massachusetts De- 
partment of Public Utilities, in an order 
handed down.on January 15th, declared 
that a statewide investigation of the rate 
structtire of the New England Tele- 
phone & Telegraph Company at this time 
would result in no “tangible benefits.” 
The order was rendered on the complaint 
of officials of Lynn, Massachusetts, 
against the charges for telephone service 
provided by the company in that city. 

In its decision, which utility operators 
are hopeful will set some sort of a prece- 
dent during the war period, the commis- 
sion declared : 

We are conscientiously alert to the dan- 
gers which could result from such an un- 
timely investigation. Prior to the declaration 
of war and since, the company has ex- 
pended huge sums of moneys in a codpera- 
tive effort to make intelligently effective the 
plans of the United States government di- 
rected toward a successful and efficient con- 
clusion of the war. The defense program and 
now the war effort require many additional 
facilities. The energy and resources of the 
company are being used. Many of the com- 
pany’s employees whose services would be 
needed immediately if a rate investigation 
were to begin are engaged now in the solu- 
ticn of problems arising out of war activities. 


* * * * 


INDING that an emergency exists, the 
Nebraska State Railway Commission 
issued an order on January 16th grant- 
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ing the application of the Lincoln Tele- 
phone & Telegraph Company for in- 
creases in rates at 84 of its 118 ex- 
changes, but on a temporary basis only. 
Unless other action is taken by July 31st 
the order will expire by its own limita- 
tions. 

The new rates will become effective 
as of the first billing after January 31st, 
and as the company has different billing 
dates for subscribers at Lincoln and by 
exchanges in other areas, the new sched- 
ule will become effective on different 
dates during February up until the close 
of the month. 

Included in the order was a direction 
to the company to eliminate in future 
billing the charge now made of 15 cents 
a month for standard black handsets and 
applying at all of its exchanges. Where 
the patron has asked for and uses a 
handset of a special color for which a 
higher surcharge is made there will be a 
reduction of 15 cents a month. There are 
27,000 handsets in use that will be af- 
fected out of a total of 65,000 stations; 
elimination of the 15-cent charge will 
reduce company revenues $49,000 a 
year. 

Recognition was given in the findings 
to the fact that the company is faced 
with immediate increases in expenses, 
listed as follows : $52,439 a year in wages 
effective at once; $15,000 expenses 
made necessary by the war for the pro- 
tection of telephone facilities; $30,000 
a year in Federal taxes assessed in ad- 
vance of the declaration of war; $5,925 
added operating expenses due to in- 
creased costs of materials and supplies 
used in maintaining the property; and 
an additional contribution of $33,816 a 
year to the pension fund to insure its 
ability to meet all future obligations. 


*x* * * x 


N increase in local telephone rates in 

26 cities was sought by the South- 
western Bell Telephone Company in an 
application filed with the Arkansas 
utilities department on January 13th, 
less than twenty-four hours after the 
commission had stricken a similar pro- 
posal from a case involving long-dis~ 
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tance tolls. Present Arkansas schedules 
do not produce revenue sufficient to pay 
the company’s cost of furnishing such 
service, the new application said. Main- 
taining the rates would cause the com- 
pany to “suffer a confiscation of its said 
property,” it claimed. 

The original increase proposal was in- 
cluded in Southwestern Bell’s response 
to a commission order asking the com- 
pany to show cause why intrastate long- 
distance rates in Arkansas are higher 
than interstate rates of the American 
Telephone and Telegraph Company for 
comparable distances. It was eliminated 
a the show-cause order on January 
12th. 

The independent application said the 
company believed that the show-cause 
order threatens a revenue loss of more 
than $132,000 a year “on a pretext of 
removing discrimination.” Increases 
proposed for 25 cities would result in a 
yearly revenue gain of $196,000, the 
company had said in its response to the 
show-cause order. 


* * * * 


HE Wisconsin Telephone Company 

would ask the state public service 
commission to review its Madison base 
rate schedule and revise its entire Madi- 
son rate structure upward, Attorney 
Francis J. Hart, Milwaukee, revealed 
recently. Hart, representing the utility 
in a case involving pleas for lower rates 
by Westmorland and Sunset Village 
residents, said the motion would be 
made “in due time” because “history 
shows we have not made a compensa- 
tory return on our investment here.” 
The company has realized about 2 per 
cent on its Madison business, he 
said. Pressed by Commissioner W. F. 
Whitney for the date the utility would 
make its request for a Madison rate 
boost, Hart said “it will take time to get 
complete information.” 


* * * * 


| gress hn that the Ohio Bell Tele- 
phone Company would ask the state 


public utilities commission for higher 
telephone rates were “very indefinite, 
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Randolph Eide, president of the com- 
pany, said recently following publication 
of, quotations from him in the Ohio Bell 

ployees’ Magazine that higher rates 
would be necessary “if costs continue 
increasing.” 

While estimating that his company 
grossed $5,700,000 more in 1941 than in 
1940, Eide was quoted in the magazine 
as remarking: “Our price structure is 
rigid.” Eide estimated 1941 revenues 
from Ohio Bell’s 919,000 telephones at 
$53,750,000, up 12 per cent from 1940, 
while expenses were increasing 19.5 per 
cent. Stockholders (American Tele- 
phone and Telegraph Company owns 99 
per cent of Ohio Bell) will receive $9,- 
850,000 from 1941 operations, Eide esti- 
mated, and tax collectors will get $12,- 
607,000. “We must pay for this war,” 
Eide added, predicting still higher taxes. 


* * * xX 


Mx LeCraw of Atlanta on Janu- 
ary 22nd sought to collect about 
$30,000 a year from the Southern Bell 
Telephone & Telegraph Company, repre- 
senting one per cent of the gross revenue 
from long-distance calls originating in 
Atlanta or reaching the city. 

City Attorney Jack C. Savage was in- 
vestigating the company’s franchise 
from the city to ascertain if the munici- 
pality has a legal claim to the same per- 
centage from this source that it now col- 
lects from local telephone service. The 
old 1907 franchise with the company 
was renewed for thirty-three years on 
September 3, 1940, and no mention was 
made of such collections at that time. 

LeCraw estimated long-distance reve- 
nues range from $3,000,000 to $5,000,- 
000 annually. 


* * * * 


HE War Production Board on 
January 24th directed radio and 
phonograph makers to cut their output 
for civilian use by nearly one-half dur- 
ing the next three months, and indicated 
the major companies soon would be on 
a 100 per cent war production footing. 
The board called on the industry to 


undertake $2,000,000,000 in military 


contracts, including field radios and sets 
to be installed in the 185,000 planes and 
120,000 tanks the President has called 
for. Most of the sets will be made by the 
large producers. 

To free manufacturing facilities for 
this output, the WPB ordered producers 
whose output exceeded $1,000,000 dur- 
ing the first nine months of 1940 to cut 
their civilian use production by 45 per 
cent during the next ninety days. The 
smaller plants, with sales of less than 
$1,000,000, were directed to curtail their 
output by 35 per cent. 

In addition to providing facilities for 
military work, the WPB said, the order 
will save an estimated 750 tons of cop- 
per, 100 tons of aluminum, and 3,400 
tons of steel in the next ninety days. 

Similar decreases were ordered in tube 
sockets in the radio sets produced, which 
will result in correspondingly fewer 
tubes in radios for civilian use. 

The order does not affect production 
for government defense agencies besides 
the Army and Navy, nor lease-lend re- 
quirements, police departments, “or 


similar agencies of public authority in 


the United States.” 
x * * x 


“523. A sailor’s love that’s all true blue 
goes with this Valentine, sweetheart, to 
you.” This forthright avowal of affection 
is typical of the new form telegrams for 
service men and their sweethearts for St. 
Valentine’s day, February 14th, an- 
nounced on January 28th by Postal Tele- 
graph. 

To 523 the recipient might well reply: 
“526. Hello there skipper! Ship ahoy! 
Valentine greetings to my sailor boy.” 

Of course, Postal Telegraph has not 
neglected the Army. 

Postal Telegraph also offers a number 
of singing greetings, “streamlined” for 
the service man’s modest means to ten 
words or so. Called appropriate for sea- 
faring men is one to the tune of “An- 
chors Aweigh.” The lyrics are: “My 
dearest Valentine, oceans of love.” 

The company cannot accept singing 
Valentines to men at military posts for 
obvious reasons. 


231 FEB. 12, 1942 





Financial News 
and 
Comment 


By OWEN ELY 


Natural Gas in the Defense 


Program 


PERATIONS of the gas industry in 

1941 established some new records 
for number of customers, sales, and rev- 
enues. Natural gas companies grossed 
$522,053,000, a gain of 6 per cent for 
the year and a new record, while rev- 
enues of manufactured gas companies 
were $387,388,000, an increase of 2.2 
per cent. 

Sales of natural gas for industrial 
purposes increased 18.8 per cent, an all- 
time record increase. Sales of manufac- 
tured gas for industrial purposes in- 
creased 28.7 per cent, also a record- 
breaking increase. 

Total production of natural gas in 
1941, including amounts used in the man- 
ufacture of carbon black and for field 
purposes, was approximately three tril- 
lion cubic feet, it is estimated. About 
204,000,000,000 cubic feet of natural 
gas were used as fuel for generating 
electric power in 1941, an increase of 
21,000,000,000 cubic feet over the pre- 
vious year. 

According to President Hawley of the 
American Gas Association, plans are un- 
der way looking toward the bringing of 
natural gas to the highly industrialized 
Appalachian region from Louisiana, 
Texas, and Kansas fields, in order to 
supplement present supply and meet in- 
creasing defense requirements. An 800- 
mile pipe line from the Monroe field in 
Louisiana to West Virginia is being 
planned to make additional quantities of 
natural gas available to Cleveland and 
vicinity. 

The gas industry is reported playing 
a. more extensive and vital rdle in this 
FEB, 12, 1942 


war than was possible in the previous 
one. New large-scale heating processes 
and methods have been evolved and de- 
veloped for application to munitions 
work. From giant open hearth and re- 
heat furnaces to the tiny torches used in 
making delicate instruments for bomb- 
ers, industrial gas equipment is helping 
to produce munitions of every character. 
A few of the thousands of ways in 
which gas fuel is used to implement and 
accelerate the war effort are: the hard- 
ening and drawing of projectiles and gun 
barrels, annealing cartridge cases, stress- 
relieving gun turrets, forging aluminum 
airplane propellers, carburizing engine 
parts, melting glass for the manufacture 
of optical range finders, heat treating 
horseshoe nails for the cavalry, manufac- 
ture of textiles for the armed forces, and 
the making of silk cloth for parachutes. 
In Army camps, projects, and commer- 
cial establishments serving soldiers and 
defense workers, gas is used in rapidly 
increasing amounts for cooking, water 
heating, space heating, and sterilizing. 


¥ 


Southern Natural Gas Company 


_oornes Natural Gas was _ incor- 
porated in 1928, and reorganized un- 
der the present name in 1935. It is con- 
trolled by Federal Water Service Cor- 
poration, which as of December 31, 1940, 
owned about 52 per cent of the common 
stock. (This percentage may have 
changed somewhat in 1941 because of the 
new financing. ) 

Southern Natural Gas is principally 
an operating company, although it con- 
trols several small subsidiaries whose 
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revenue comprises about 10 per cent of 
the system total. Neither manufactured 
nor natural gas is sold in direct competi- 
tion with the company or any of its sub- 
sidiaries in their respective service areas. 
. Industrial sales of gas provide about 
two-thirds of total revenues, the prin- 
cipal industries served being steel and 
ceramics. Demands from the steel indus- 
try have increased heavily because of the 
defense program. 

A 500-mile gas transmission system, 
extending from the Monroe field in 
Louisiana to Atlanta, is owned and op- 
erated, and about 844 miles of branch 
lines serve adjacent territory. Principal 
cities served include Atlanta, Rome, Co- 
lumbus, and Macon, Georgia; Anniston, 
Tuscaloosa, Selma, and Montgomery, 
Alabama ; and Vicksburg, Meridian, and 
Yazoo City, Mississippi. 

Formerly the company purchased its 
entire supply of gas under contracts with 
nonaffiliated companies (substantially all 
such gas being produced in the Monroe 
field). The company has now acquired 
reserves of its own in the Logansport 
field, from which it is drawing about 25 
per cent of its gas, a 135-mile pipe line 
having been built to this field from the 
Monroe field in 1941. A general expan- 
sion program was under way last year, 
financed partially through sale of se- 
curities; as described below. 

About 90 per cent of the acreage in the 
Monroe field is controlled by producers 
from which Southern purchases gas. Ac- 
cording to an estimate contained in the 
prospectus on the common stock dated 
June 6, 1941, recoverable reserves in this 
field at the end of 1940 were about 2,- 
280,000,000 mcr, compared with 3,057,- 
000,000 mcr previously produced. Pro- 
duction in recent years has averaged 
about 190,000,000 mcr, and a similar 
annual production is expected for about 
three years (permitting a peak daily out- 
put of 800,000 mcr), with a decline 
thereafter. While gas requirements of 
pipe lines leading from the Monroe area 
may continue to increase, the amount of 
gas used for carbon black manufacture 
is expected to continue to decrease. 

In the Logansport field, formerly only 
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partially developed, proven gas reserves 
as of March 31, 1941, were estimated at 
about 620,000,000 mcr. The aggregate 
proven reserves of some 25 other fields 
in the Shreveport district were estimated 
at 3,450,000,000 mcr and additional dis- 
coveries were considered likely. There 
are also large proven reserves in south- 
ern Louisiana and southeastern Texas. 


it was thus estimated that the gas sup- 
ply available under the company’s 
present purchase contracts, supplement- 
ed by supplies available from Logans- 
port or other fields, should be adequate 
up to 1949, and that for at least ten years 
thereafter adequate supplies could be 
obtained from fields now known in 
Louisiana and east Texas. 


In 1940 about 83.5 per cent of the 


, company’s revenues were derived from 


sales to distributors, including 8 dis- 
tributing companies (of which one was 
affiliated and two were subsidiaries) and 
2 municipalities. Distribution was made 
in some 55 cities and towns. The 
company also sold gas directly to some 13 
industrial concerns, and to Birmingham 
Gas Company for resale to certain indus- 
trial customers in the Birmingham dis- 
trict. 

On June 11, 1941, the company sold 
$13,000,000 principal amount of first 
mortgage pipe-line S.F. 34s, due 1956, to- 
gether with $4,500,000 of 23 per cent 
serial notes, and offered its stockholders 
234,868 shares of stock at the rate of 
one-fifth share for each share held at a 
price of $12.50 per share. Federal Water 
Service Corporation purchased all shares 
not taken by other stockholders. The re- 
funding operation resulted in interest 
savings of about $430,000 per annum. 
Following the refunding operation the 
capital structure consisted of $17,500,- 
000 funded debt and 1,409,212 shares 
of common stock. Stated value of the 
common stock, plus surplus, was about 
$16,625,000. On April 26th last year the 
stock was listed on the New York Stock 
Exchange, having previously been traded 
over the counter. 

The business has enjoyed a rapid 
growth. Sales of the company and its 
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predecessor increased about 118 per cent 
in 1940 as compared with 1935, and 
revenues gained about 111 per cent. 
Following are the earnings, dividends, 
and approximate price range of the com- 
mon stock since the present company was 
formed. 
Consol. Price Range 
Earnings Dividends High Low 
sses pee + SLOOT 10 
as TOES 1.25 12 
2.67 1.25 12 
1.82 


0.50 9 
2.10 


1.20 8 
1.22** 0.80 7 


Year 


*For twelve months ended September 
30th. 

+ In addition, stockholders received valu- 
able subscription rights. 

** Company only. 


For the twelve months ended Septem- 
ber 30th, revenues increased about 20 
per cent and net income 56 per cent. 
Earnings per share were $2.23 compared 
with $2.92 in the same previous period ; 
on a company-only basis, $2.13 v. $2.72. 
The decline in per share earnings was 
due to the increased number of shares 
and the fact that interest savings were in 
effect for only about one-half year; on 
the other hand, new financing presum- 
ably accounted (through use of credits 
due to retirement premiums) for the de- 
crease of $428,175 in income taxes, as 
compared with interest savings not real- 
ized, amounting to roughly about 
$215,000. 

The stock is currently selling at 112 to 
yield about 8.8 per cent. 


> 


Fifty Per Cent Debt Ratio Pre- 
scribed for New England 
Gas & Electric 


EC policy has for some time favored 

a debt ratio “ceiling” of 50 per cent, 
though there has sometimes been a little 
uncertainty whether the ratio applies to 
total capitalization including surplus, or 
to net plant account. While the commis- 
sion’s views were rather fully set forth 
in the El Paso Electric Case, they have 
not been uniformly applied, possibly be- 
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cause of the variations in the commis- 
sion’s supervisory duties as set forth in 
different sections of the Utility Act, or 
for other reasons. Thus many companies 
have been permitted to issue securities 
even though the debt ratio has been well 
above the “ceiling,” although in a num- 
ber of these cases sinking funds, serial 
maturities, and other devices were relied 
upon to effect a gradual reduction in the 
ratio to the desired level. 

In its recent action with regard to New 
England Gas & Electric Association 
(holding company affiliated with the As- 
sociated Gas system), the commission 
appears to have chosen a “guinea pig” 
for a clear-cut application of its views. 
The SEC has indicated that in forthcom- 
ing hearings it will consider ordering the 
company to reduce its capital structure 
to a single class of long-term debt, plus 
common stock. The new debt, when 
added to the debt of the subsidiaries, 
should not exceed one-half of the con- 
solidated net fixed capital of the sub- 
sidiaries. If the company does not agree 
to this drastic recapitalization, the com- 
mission intimates that it will be asked to 
dissolve and distribute its assets. 

The company has advised debenture 
holders that if the plan were carried out 
they would receive only 35 per cent of 
present holdings in new bonds, with the 
balance in common stock, while pre- 
ferred stockholders would be seriously 
affected (in any event receiving only 
common). 

Hearings are currently scheduled for 
February 10th, the commission having 
granted a two weeks’ delay instead of 
the much longer one requested. 


N England Gas & Electric Asso- 


ciation for the twelve months 


ended September 30, 1941, earned its 
fixed charges 1.22 times, the same as in 
the previous corresponding period. Net 
income did not quite equal preferred 


dividend requirements. Depreciation 
and maintenance aggregated about 16.6 
per cent of gross. 

The company directly controls some 
22 subsidiaries, and its interest and 
dividend income is quite well diversified, 
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most of the subsidiaries contributing. 
Cambridge, New Bedford, and Worces- 
ter are among the leading New England 
cities serviced. Electricity contributes 
about two-thirds of the revenues, gas and 
steam the remainder. 

The company has outstanding five 
debenture issues (two of which are 
small), two classes of preferred stock, 
and the common. All of the second pre- 
ferred and common are owned by inter- 
ests affiliated with Associated Gas & 
Electric Company, and the tentative re- 
capitalization plan suggested by the 
SEC would presumably “freeze out” 
this control. 

The three principal debenture issues 
(which sold as high as 693 during 1941, 
on the Curb) are currently around 51. It 
is difficult to confirm from the balance 
sheet figures the estimate of the manage- 
ment that bondholders will receive only 
35 per cent in new bonds—our estimate 
would be 41 per cent. However, using 
the former figure, system coverage of 
fixed charges should be increased under 
the plan to around 3 times, and on a com- 
pany-only basis about 2.8 times. Since 
the system seems fundamentally sound, 
these figures appear to indicate that the 
new bonds should be entitled to a good 
rating and might sell around par or bet- 
ter. (A refunding to a 34 per cent or 4 
per cent coupon might be possible at 
some later date.) On this basis the new 
bonds should be worth around 35 to old 
bondholders, plus whatever value may be 
assigned to the new common stock which 
they presumably would receive for the 
remaining 65 per cent par value of their 
bonds. The remaining earnings (on a 
company-only basis) might be in the 
neighborhood of $1,583,000, based on re- 
cent figures, and if this should be capi- 
talized in market value at 5 times earn- 
ings, the resulting figure would be 
equivalent to roughly 21 points on the old 
bonds, bringing the estimated total value 
to around 56. This is on the assumption 
that none of the new common stock is as- 
signed to the first preferred stock. 

Under more normal conditions, of 
course, the market valuation on the com- 
mon stock might be substantially in- 
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creased, affording bondholders a further 
recovery of lost value. The above esti- 
mates are of course conjectural only, as 
no plan has as yet been determined. 


> 


New Data on Financing to Be 
Released by SEC 


HE SEC in recent years has pub- 

lished data on new financing by all 
issuers of securities on a fiscal year 
basis, ending June 30th. Hereafter the 
statistics will be made available on a 
monthly basis. (The February release 
will cover the last three months of 
1941.) The chart (page 237) pictures the 
securities issued for cash during the 
years 1934-40 and for the first nine 
months of 1941. The figures should not 
be confused with the commission’s sta- 
tistics on registrations ; the latter are in- 
complete and also include proposed offer- 
ings in advance of sale. 

The data shown in the chart include 
issues over $100,000 in amount, and 
bond issues with maturity of one year or: 
over ; among the Federal issues only sales 
to the public are included, Treasury bills 
and other short-term paper being omit- 
ted. A few corporate issues, such as con- 
tinuous sales by open-end investment 
trusts and securities sold abroad, are not 
included. 

The chart classifies total finances for 
each year or month by type of issuer, 
kind of security, character of offering 
(public or private), and intended use— 
refunding, plant expansion, and working 
capital. 

The figures are of interest as reflecting 
the increased proportion of Federal 
financing in 1941; the almost negligible 
amount of common stock issued since 
1934; the growth in private placements ; 
and the increasing expenditures for de- 
fense plants—though this was not much 
in evidence until August, 1941. The 
figures will be of particular interest as 
the defense program gains momentum. 
It is to be hoped that the Federal figures 
will include the amounts placed through 
sale of defense savings stamps and non- 
negotiable bonds. 
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be following tabulation shows the 
importance of utility financing in 


relation to the total (millions of dollars) : 
Year : 
or Total 
Month Corporate 
530 
2,698 
4,781 
2,374 
2,324 ° 
2,177 
2,786 
270 
151 
268 
145 
265 
234 
117 
408 
172 


2,029 


Public 
Utility 





103 
1,133 





Total 9 mos..... 


The table below shows the proposed 
uses of proceeds from security sales by 
utilities since 1934 (in millions). 


¥ 


United Light & Power Plan 
Approved by SEC 


; es SEC on January 24th approved, 
in its essential points, the program 


of United Light & Power Company, 
which is designed to permit dissolution 
of the company, following which United 
Light & Railways will be the top holding 
company of the system. The plan will 
effect major compliance with the “great 
grandfather” clause of § 11 (b) (2) of 
the Utility Act, but will leave for future 
solution the geographical “disintegra- 
tion” of the system. 

In brief (and omitting intermediate 
steps) the present program merges into 
one company most of the subsidiaries di- 
rectly controlled by the top company, 
transferring the control of the merged 
company to the subholding company, 
United Light & Railways. In return the 
latter transfers cash to the Power Com- 
pany, permitting it to retire its deben- 
ture bonds. (The mortgage bonds are 
being assumed by the new operating 
company.) This will leave the Power 
Company with only preferred and com- 
mon stock outstanding. The next move 
will be to ask the commission for per- 
mission to distribute remaining assets 
(the common stock of Railways, and a 
small amount of cash) to its own stock- 
holders. 

While completion of legal work in- 
volved in the program was doubtless well 
along toward completion when approval 


e 
PROPOSED USES OF PROCEEDS FROM SALE OF UTILITY SECURITIES 
New Money 


Plant 
and Work- 
: fat 


Equip- 
Capital 
8 


Refunding Operations 
Pre- 
Funded Other ferred 
Total Debt Debt Stock 
111 77 as 
1,218 1,145 
1,916 1,853 
653 523 
1,027 
1,198 


Other 
Pur- 
poses 


Est. Est. 
Gross Net 

Proceeds Proceeds 
1 13 


1,250 
1,987 

751 
1,208 


ment 
1034: 5.0: 
a 
oh re 
1937 666 
1938 24. 
1999) 030 0:8 
1940: 5.02 
1941 Jan. 
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Apr. 
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June 
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was announced, several factors may tend 
to delay dissolution somewhat. The 
Power Company must dispose of its two 
remaining subsidiaries, through sale out- 
side the system. The question of whether 
debenture bondholders must be paid the 
redemption price of 109, or the dissolu- 
tion, price of 100, must be settled, pos- 
sibly in the courts. (The SEC has di- 
rected the company to place funds in 
escrow to cover the additional 9 points. ) 


And finally, the commission must decide 
whether all assets are to be distributed to 
preferred stockholders, or whether com- 
mon stockholders will be given a 
“token” payment, which would presum- 
ably amount to some 5 or 10 per cent of 
the total assets. 

The latter question was put up to the 
commission by the company some time 
ago, in connection with a recapitalization 
plan, but no action was taken. 
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What to Do about Inflation 


i Yeo Wall Street Journal recently 
published a series of interviews with 
top-ranking economists in an effort to 
find out what answer, partial or other- 
wise, might be made to the repeated ques- 
tion, “What can I do to protect myself 
against inflation?” At the outset it is ap- 
parent that such a question invites a dif- 
ferent answer from different people. The 
wage earner in the factory, white collar 
worker, the business executive, the in- 
stitutional investor, the small, independ- 
ent investor—all have different problems 
to cope with under the threat of a rising 
spiral of prices. 

Indeed, in the final analysis there is 
serious doubt whether there is any real 
so-called hedge against inflation for any- 
body. “It is traditional,” says The Wall 
Street Journal editorially, “that in a long 
period of price inflation, becoming vio- 
lent in its later stages, only the nimble 
trader prospers. Not all even of his ilk 
do so in the end.” About the safest gen- 
erality that can be drawn from this series 
of interviews conducted by The Wall 
Street Journal is that the most powerful 
protection against inflation lies in the 
prudence of the governing body. It would 
follow from this that every citizen should 
assert all his influence to bear upon the 
political agencies to shape government 
action against the forces of inflation. So 
far, however, the pressure on Washing- 
ton has been after quite a different fash- 
ion. 

Farm groups and lobbies have agitated 
powerfully for an exemption of agricul- 
tural prices. Labor groups have agitated, 
successfully so far, against the inclusion 
of wage restrictions in the administra- 
tion’s price-control program, ignoring 
the patent fact that one man’s wage is 
another man’s cost and a third man’s 
price. 
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Beni utilities, as it has often been 
pointed out, are particularly vul- 
nerable.to inflation, because of the in- 
flexibility of their charge for service. But 
what about the utility consumer? Should 
he purchase more utility service or at- 
tempt to economize on it? Is his status 
as a consumer threatened by the dangers 
from inflation’which the utility compa- 
nies themselves face? And what about 
the idea that taxes on consumers are a 
check against inflation? Should this the- 
ory be applied to utility service—or only 
to other commodities whose prices are 
more volatile and not so well regulated 
during an inflationary period? 

We get a negative answer to the ques- 
tion as to whether utility consumers 
ought to cut down on utility service in 
The Wall Street Journal interview with 
Marriner S. Eccles, chairman of the 
board of governors of the Federal Re- 
serve System. Eccles didn’t mention the 
use of utility service as such. But by im- 
plication he leads us to believe that cut- 
ting down on consumer demand should 
be chiefly in those quarters where the 
supply of consumer goods must be cur- 
tailed to give the right of way to defense 
output. 

If this is the criterion for consumer 
economy during a period of inflation, it 
would strike utility service only indirect- 
ly—through the curtailment of new ap- 
pliances using gas and electricity which 
are constructed from raw materials 
needed in the defense program, Other 
than that, except in those areas where 
there is actually a scarcity of service sup- 
ply, the utility consumer need not fear 
that he is contributing to an inflationary 
spiral by making as liberal use of utility 
service as he ever did. 

In other words, where consumers al- 
ready have gas ranges, radios, vacuum 
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cleaners, washing machines, and so forth, 
and where there has been no restriction 
placed upon the use of utility service for 
domestic purposes, the utility consumer 
might just as well follow his usual pat- 
tern of living. Along other lines, he will 
find that his supply of consumer goods 
will be cut down for him—clothing, auto- 
mobiles, food specialties such as spices, 
liquors, etc. 


s for the rationing of utility service 
A where it is necessary, the utility 
consumer will be seasonably advised 
what sacrifices may be required. Indeed, 
even in such cases it may be necessary 
only to shift the time or manner of use 
rather than cut down on it altogether. 
Thus, merely delaying long-distance tele- 
phone calls of a social nature until after 
hours of heavy traffic required by busi- 
ness and defense messages is hardly a 
burdensome restriction. 

Mr. Eccles feels that the field of tax- 
ation offers probably the biggest oppor- 
tunity for cutting down purchasing pow- 
er. He warns, however, against dampen- 
ing down consumer purchasing power to 
an extent that would lead to unemploy- 
ment in fields where there are no short- 
ages at this time. Right now, Mr. Eccles 
feels, is the time to begin tightening up 
some taxes already on the books. Close 
up the loopholes in the inheritance, gift, 
estate, and corporate income taxes, he 
says. Also increase the corporate income 
taxes and raise the surtaxes on individ- 
ual incomes. 

When these things have been done, 
says Mr. Eccles, it will be possible to 
“extend the sacrifice all the way down 
the line.” He believes that the people in 
this country must be assured that the 
wealthy and the corporations are leading 
the way in tax sacrifices. 

Mr. Eccles agrees that the way to get 
at the mass of the purchasing power is 
through lowering exemptions on individ- 
ual incomes, He is opposed to a general 
sales tax on the ground that it is not based 
on ability to pay and in effect is an at- 
tempt to “shift the cost of defense from 
those who have the most to defend to 
those who have the least.” 
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Although declaring that wage and sal- 
ary increases must be restrained if we 
are to avoid inflation, Mr. Eccles be- 
lieves that before any effective step can 
be taken in this direction it will be neces- 
sary to put a ceiling on business profits. 


NOTHER expert interviewed by The 

Wall Street Journal was Dr. Edwin 
Walter Kemmerer, Walker professor 
of international finance at Princeton 
University. Eighteen years ago last 
month Dr. Kemmerer walked into a store 
in Berlin, asked for a cigar, and laid a 
rentenmark down on the counter. The 
rentenmark, at that time a brand new 
money in the inflated German currency 
system, was worth 24 cents. The cigar 
cost 12 cents. The clerk, however, chose 
to give Dr. Kemmerer his change in the 
old money. His change amounted to 500,- 
000,000,000 marks. 

That’s inflation, explained Dr. Kem- 
merer. He has not the slightest thought 
that the United States today is headed 
for the same sort of disastrous currency 
inflation which shook Germany in 1923 
and early 1924. Between the beginning of 
1923 and the end of that year currency 
in circulation in Germany increased from 
7,500,000,000 marks to 496,000,000,000,- 
000,000,000 (or 496 quintillions ). That is 
currency inflation at its worst. 

After all, Dr. Kemmerer explained, 
inflation is a matter of degree. A modest 
rise in prices can be termed inflationary, 
even though most people would not look 
upon it as inflation. Dr. Kemmerer likes 
to sum up inflation in this way : 


The law of supply and demand applies 
to money and deposit currency (bank de- 
posits) as it applies to any other economic 
good. When the supply of money and deposit 
currency increases relative to the demand, 
money gets cheap. The general price level 
rises and when this happens you have in- 
flation. 


That is a technician’s definition. 

Do we have inflation now? 

Dr. Kemmerer’s answer is “yes.”” “Be- 
fore we get out of this war situation,” 
he sums up, “we will have a serious in- 
flation. How fast it will come, how long 
it will last, and how far it will go, all 
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depends on the course of the war.” 


OULDN’T this inflation be prevented ? 
The Princeton professor replies: 
Economically speaking, it would be pos- 
sible to curb inflation, to hold it low. Po- 
litically it would not. Politically, inflation 
is the line of least resistance. : 

With the possible exception of France in 
the Napoleonic wars every great war in 
history has brought inflation to the belliger- 
ents. This is true, for example, of our Amer- 
ican Revolution, the American Civil War, 
and the Franco-Prussian wars. The wide- 
spread inflation of the period, of the first 
World War and the years immediately fol- 
lowing is still a tragic memory for many 
millions of people in Europe. 

In some belligerent countries like Ger- 
many, Russia, Poland, Hungary, and Aus- 
tria the inflation carried the cost of living 
to astronomical heights. In others the in- 
flation was very serious, but not catastrophic, 
as in France, Belgium, and Italy, where ad- 
vances in the wholesale price level reached 
magnitudes of the order of 300 per cent to 
600 per cent. In some other belligerent coun- 
tries, inflation, though very real, was of a 
still lower order of magnitude. In England, 
for example, between 1914 and 1920, the 
wholesale price level rose 195 per cent, while 
in the United States during the same period 
it rose 123 per cent. 

Although regretting that the political 
situation makes it unlikely that the na- 
tion will take necessary steps to safe- 
guard us from inflation, Dr. Kemmerer 
outlined several steps which would have 
this effect: (1) remove farm subsidies 
immediately, release surplus supplies; 
(2) freeze wages as they do in Can- 
ada, with adjustments made in the light 
of living cost trends; (3) high-pressure 
public buying of defense bonds to ab- 
sorb the “flush” money—a forced saving 
plan is suggested; (4) cut normal gov- 
ernment expenditure and X-ray alleged 
defense spending used to cloak nonde- 
fense pork barrel; (5) boost taxes to 
catch up any remaining increase of pur- 
chasing power; (6) restrict credit to 
build up a backlog of purchase orders 
for post bellum release. 

Dr. Kemmerer concedes that the ad- 
ministration has adopted some of these 
controls but adds that it has sidestepped 
the political ones. He says “we are in for 
a very strenuous period of profitless 
prosperity.” 
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NOTHER expert interviewed by The 
Wall Street Journal was Dr. B. H. 
Beckhart of the Chase National Bank. 
Mr. Beckhart suggested that anyone 
who knows farm land might want to put 
some of his money in this type of asset. 
He warns, however, that city folk un- 
familiar with farming are apt to get their 
fingers burned. 

Reports from various parts of the 
country indicate that a fair amount of 
such “hedging against inflation” is 
already going on. 

“Equities in well-managed corpora- 
tions and companies having control over 
raw materials subject to a widespread 
steady demand are another possibility,” 
Dr. Beckhart pointed out, “but even the 
value of these common stocks as inflation 
hedges has been impaired to an extent by 
heavy corporate taxation.” 

Dr. Beckhart recalled that in Germany 
and France during the inflation period of 
the early 1920’s, people who put their 
money in the stocks of integrated mining, 
steel, and chemical companies made out 
better than others. They did not fully 
offset the terrible inflation there, how- 
ever, he emphasizes, and, by reason of 
differences in economic resources and 
industrial organization, European experi- 
ence cannot be applied without reserva- 
tion to the United States. 

Still another way in which the indi- 
vidual with modest savings might move 
to protect himself, says Dr. Beckhart, is 
to buy a home. Prices of houses will 
likely go up, he says, not only by reason 
of inflationary forces but also by reason 
of the curtailment of the supply of new 
houses. This is already happening in sec- 
tions where there is a large amount of 
defense business. 

Those are his ideas for the individual. 
How about a corporation? 

One thought along this line: Dr. Beck- 
hart recommended that corporations, if 
at all feasible, reduce their indebtedness 
as inflation progresses. The “cheap” dol- 
lars of an inflation period should be used 
to repay debt, otherwise money borrowed 
in “cheap” dollars may have to be paid 
off later in the “expensive” dollars of a 
more depressed period. 
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“I WILL HAVE TO PLACE YOUR APPLICATION TO BUY A REFRIGERATOR 
ON FILE; AND IF THE PRIORITIES PEOPLE SHOULD HAPPEN TO LET US 
HAVE ONE, WE WILL GET IN TOUCH WITH YOU” 


HOSE corporations which will either 
have to borrow some money later or 
which have refundings to do in the years 
ahead should be interested in Dr. Beck- 
hart’s views on the matter of interest 
rates. They’re going up. By this he does 
not mean a sharp rise in the next few 
weeks, in the next few months, or even 
in the next year. He does believe that 
the long-term trend of interest rates— 
from the present extremely low level—is 
upward, and pointed out that interest 
rates invariably rise in an inflation period, 
although the rise lags considerably be- 
hind commodity price increases. 
On the matter of wholesale commodity 
prices, Dr. Beckhart’s forecast of a rise 
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which might possibly duplicate that of 
the Civil War and World War periods 


means further substantial increases. 
“Commodity prices,” said Dr. Beckhart, 
“are at present being affected by an eco- 
nomic pincers movement. This consists 
of rising purchasing power on the one 
hand and a stable or declining volume of 
consumers’ goods and services on the 
other.” 

Another banking economist inter- 
viewed was Dr. Benjamin M. Anderson, 
Jr., professor of economics at the Uni- 
versity of California and consulting econ- 
omist of the Capital Research Company 
at Los Angeles. He thinks that the gov- 
ernment borrowing policy, together with 
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idle funds, tends to raise prices. He 
thinks we are facing an entirely different 
situation today as compared with our ex- 
perience during the last World War. He 
stated : 


Now, I should make the sharpest kind of 
distinction between the monetary situation in 
the last war and the monetary situation to- 
day. In the last war, as I said before, 
tightening money was a repressive factor 
through all of 1917 and 1918. When our 
great war effort began in 1917, the govern- 
ment started suddenly an immense borrow- 
ing at rates of interest that really attracted 
investors’ money. The chart book issued 
by the board of governors of the Federal 
Reserve System, dated February 11, 1941, 
has on page 20 a curve covering the years 
1916-40, showing the ownership of govern- 
ment securities. 

I have had this curve continued to the 
middle of 1941. The curve shows dramati- 
cally that it was investors’ money which 
the government got in 1917 and 1918 and 
that it is bank money which the government 
has been getting in 1939, 1940, and 1941. Of 
the $26,500,000,000 of public debt at the peak 
in 1919, investors had taken nearly $18,500,- 
000,000 and banks held only $4,500,000,000, 
of which they already had nearly a billion 
before the government’s borrowing program 
began, chiefly as security for national bank 
notes, The total of “war paper” in the banks 
at this peak, including both government se- 
curities owned and loans against govern- 
ment securities, was $6,000,000,000. The com- 
mercial banks are by all odds the biggest 
owners of government bonds today. 

The second sharp distinction between the 
monetary factor in 1914-18 and the mone- 
tary factor today is to be found in the fact 
that we now have an immense volume of 
idle funds in the hands of frightened in- 
vestors, chiefly demand deposits in banks. 
At no stage of the years 1915-18 is there 
evidence of any real accumulation of such 
funds. 

A third great difference between the mon- 
etary factor of today and the monetary fac- 
tor in the last war is to be found in the fact 
that nobody at any stage of the game in the 
last war lost confidence in the goodness of 
the gold dollar or lost confidence that the 
dollar was as good as gold. Some of us who 
are monetary specialists were irritated, at 
the time by the wholly unnecessary and en- 
tirely unjustifiable failure of the Federal 
Reserve banks to pay out gold on demand, 
and at scattered manifestations of a slight 
premium on gold in certain retail markets, 
but this concern never passed into the minds 
of the general public, and, for that matter, 
never made any difference in the behavior 
of the financial community. There was no 
flight from the dollar into securities, real 
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estate, and other equities during the last 
war period. We trusted the dollar. 


rR. Ray B. Westerfield, who has 
taught at Yale University for 
twenty-eight years, views real estate as 
an inflation hedge, but he suggests city 
property not farms, and he concedes that 
there is no such thing as a sure protec- 
tion. He points out that the government 
has encouraged higher labor and farm 
prices but has put ceilings on many, many 
manufactured goods, thus skipping prof- 
its. He thinks “the effect of this hostility 
to profits is telling. The prices of com- 
mon stocks are sinking in the market. The 
government is relying not on profit mo- 
tivation, but on an appeal to patriotism 
and on compulsion through priorities 
and other means. It is doubtful whether 
this is the best procedure in the emer- 
gency.” 

What can the government do to re- 
strain rising prices? Dr. Westerfield 
urged these steps: 

1. Do everything possible to increase the 
output not only of military supplies but also 
of civilian goods. 

2. Avoid any wholly unnecessary creations 
of money, credit, and bank reserves. 

3. Whittle down the excess reserves of 
the commercial banks. 

4. Keep to the minimum possible the crea- 
tion of commercial bank deposits through 
government borrowing operations. 

5. Impose taxes to divert current purchas- 
ing power of the people from civilian goods 
consumption. 


Dr. Marcus Nadler, a native of Aus- 
tria and chief of the foreign division of 
the Federal Reserve Board and a member 
of the faculty of New York University, 
also believes that there is no real hedge 
against inflation. However, he suggests 
that a “corporation or a going concern” 
can hedge to some extent “by increasing 
its inventories and by utilizing some of 
its profits for research or for advertising. 
The only thing a corporation has to hedge 
against is cash and receivables.” 

To these suggestions, Dr. Nadler add- 
ed one bit of advice: “However, if in- 
flation should really set in then in all 
probability an inflation tax will be passed 
... which will take away most if not all of 
the profits derived from hedging.” 
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r. Neil Carothers, Lehigh Univer- 

sity, had a different slant on the 

tax question. He felt that increased taxes 

would be necessary to fight inflation but 

first the government should clean house. 
He said: 

The cost of living is going higher and 
higher, because of a complex of economic 
forces, a large part of which are not only 
unnecessary but indefensible, and the gov- 
ernment whose policies are deliberately 
designed to increase the cost of living and 
bring about a disastrous inflation proposes 
not to stop the price rise by sensible and 
sound policies but by taking incomes away 
from the people. 


Support for a wage policy along lines 
which Mr. Henderson proposed is to be 
found in the recommendations which Dr. 


Sumner H. Slichter, of Harvard Univer- 
sity, made. Such a policy should be set 
by representatives of labor, business, and 
the government, he said, and “should rec- 
ognize that it does not make sense to put 
up the general level of wages in the face 
of growing shortages of consumers’ 
goods.” He opposed wage ceilings by 
law and thought more could be accom- 
plished by collective bargaining within 
the framework of a national wage policy. 

Although the experts were in agree- 
ment on fundamental steps which should 
be taken to combat inflation, they doubted 
whether these steps would be taken 
quickly enough, or be followed vigorous- 
ly enough, to act as any important 
restraint. 





Senate Debate on 


N January 19th the United States 
O Senate passed, after a relatively 
short debate, the so-called Lea bill amend- 
ing §606 of the Communications Act 
so as to allow the Federal government to 
seize and control wire communication 
facilities during the period of the war 
and for six months thereafter unless 
sooner terminated by Congress. 

The measure was passed by the Senate 
in exactly the form previously passed by 
the House of Representatives, where it 
had been introduced by Representative 
Clarence F. Lea, chairman of the House 
Interstate and Foreign Commerce Com- 
mittee. (The text of the Lea bill as passed 
by the House was printed in PusLic 
UTILITIES ForTNIGHTLY, issue of Jan- 
uary 15, 1942, page 99.) Presidential ap- 
proval was extended as a matter of 
course, since it was an administration 
bill (page 228). 

In effect the Lea bill gives the govern- 
ment the same emergency war-time pow- 
ers over the telephone, telegraph, and 
cable companies that it already had over 
the radio broadcasting companies under 
the original provisions of § 606. The 
measure constitutes a permanent amend- 
ment to the Communications Act of 1934. 
It empowers the President, whenever 
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Wire Control Bill 


he finds “there exists a state or threat of 
war,” to have any government depart- 
ment of his choice take over and operate 
for the duration any wire communica- 
tions system or parts thereof. 


= Vandenberg of Michigan 
asked Senator Wheeler, who, as 
chairman of the Senate Interstate Com- 
merce Committee, sponsored the bill in 
the Senate, if the measure would author- 
ize the President to take over completely 
the control of the nation’s wire communi- 
cations and operate them under govern- 
ment control. Senator Wheeler replied: 


Oh, yes; during the period of the emer- 
gency and for six months thereafter; but 
it was the understanding of the committee, 
which is borne out, I think, by the state- 
ment of Mr. Fly [chairman of the FCC], 
that the intent is to take over only the use 
and control of the facilities. 

The question was asked before the com- 
mittee whether it was the intention to leave 
in control those who were in charge of the 
companies. My understanding is that they 
are to be left in control, unless for some 
reason it might become necessary to dispense 
with the services of some particular indi- 
vidual. 

In all fairness to the telephone and tele- 
graph companies, I wish to say that they 
have shown every indication of intention to 
cooperate with the government in every way 
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in our national defense. There has not been 
any question at all about their codperating 
with the government. They have shown and 
have stated that they were perfectly willing 
to do anything the government requested, 
and, that they had no objection to what was 
proposed, because they realized that it might 
be necessary for the government, under 
emergency conditions, to take over the con- 
trol of the companies during the period of 
emergency. 


Senator Vandenberg conceded that the 
emergency justified the creation of such 
extraordinary control but added that he 
had such a “profound respect for the 
efficiency with which the telephone sys- 
tems of the country are operated” that 
he did not like to see the physical man- 
agement of the properties subordinated 
to government control because “it would 
be a step backward.” 

Senator Wheeler responded to this 
suggestion as follows: 

As the Senator may recall, I introduced 
a resolution providing for an investigation 
of the telegraph companies. I am frank to 
say to the Senator that we have in the United 
States probably the most efficient telephone 
system to be found anywhere in the world, 
not saying anything about the cost of the 
service. Any Senator who has visited any 
other country and has had to use a tele- 
phone will recognize that statement to be 
correct. 

In my talks with Mr. Fly, and also in the 
testimony before the committee, it did not 
appear there was any present intention of 
taking over the companies. The thought was 
that in the event it became absolutely neces- 
sary to take over control of the companies, 
we should have some such legislation on 
the statute books as is here proposed. 


ENATOR Davis of Pennsylvania 
wanted to know if the bill would 
authorize the government to put into ef- 
fect the long-discussed merger of the 
nation’s two principal telegraph systems, 
Western Union and Postal Telegraph. 
Senator Wheeler did not think that the 
government could do this under the 
emergency provisions of the Lea bill and 
added that he was quite sure that the 
government had no such plan in contem- 
plation. He observed that certain mem- 
bers of the Senate (probably Senator 
White of Maine and Senator McFarland 
of Arizona) were already preparing for 
“permissive” legislation that would au- 
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thorize the two telegraph companies to 
merge. But Senator Taft of Ohio disa- 
greed with his Montana colleague’s in- 
terpretation in this respect. Senator Taft 
stated : 
_ Is it not clear that if the government, for 
instance, were to take over the telegraph 
companies it would take them both? The 
government would want a unified system, so 
the government would unify all facilities, 
and would dispose, as it is authorized to do, 
of all duplicate stations, and when the time 
came to hand back the properties to the 
telegraph companies it would be practically 
impossible to separate them. I do not say 
that would be a bad thing. I am interested 
only to know whether the Senator thinks 
that would be the effect of the powers con- 
ferred by the bill. 


Senator Wheeler conceded that if the 
government wanted to stretch the law 
it could take over the nation’s telegraph 
facilities and close a Postal Telegraph 
station here and a Western Union sta- 
tion there for the period of the emer- 
gency. But he insisted that a general in- 
dustry-wide merger could not be effected 
and was certainly not in contemplation. 

Senator Taft then made a single- 
handed fight against the measure by seek- 
ing to force inclusion of an amendment 
which would have required the Presi- 
dent to obtain a congressional appropri- 
ation before taking over any property 
costing more than $10,000,000. The re- 
striction would not have been operative 
“in case of invasion or in connection with 
the movement of military or naval 
forces.” The Taft amendment was de- 
feated by voice vote. 


, i Ohio Republican, who was the 
only Senator to ask that he be re- 
corded as voting against the bill on final 
passage, told the Senate that he doubted 
“whether, if the telegraph and telephone 
companies are taken over, they will ever 
be given back.”’ He was aware, he added, 
that the companies are “willing” to have 
the bill enacted. He thought, too, that 
at least the telegraph companies would 
“like to be taken over.” Senator Taft, 
therefore, as he pointed out, was not 
arguing from the side of the companies 
but from the side of the public. 

The nation’s taxpayers, he contended, 
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“SO WHAT IF IT IS A PHONEY DIME! CAN’T YOU GIVE IT TO THE COMPANY?” 


should not be subjected to the possibility 
of being burdened with the cost of the 
utilities in question without prior de- 
termination of the issue by Congress. 
There also was involved, he argued, the 
possibility of a basic change in the eco- 
nomic and social structure of the coun- 
try which should move Congress to keep 
a checkrein on the powers involved. 

Senator Wheeler pointed out that ad- 
ministration spokesmen had testified that 
they had no plan for any general taking 
over of telephone and telegraph facili- 
ties. Senator Taft retorted that the fact 
they had no such plan today was no guar- 
anty that they would not have one to- 
morrow. 

Furthermore, he said, it was admitted 
that there was no immediate necessity 


for the powers involved, and he, for one, 
could “see no reason why the government 
should take over under any circumstances 
I can think of.” He said the telegraph 
and telephone companies were disposed 
“to codperate with the government in the 
emergency in adjusting their facilities 
and operations to the government’s 
needs.” 

Senators White (Republican of 
Maine) and Hill (Democrat of Ala- 
bama) joined with Senator Wheeler in 
resisting the Taft amendment. 


oo Danaher of Connecticut ex- 
pressed some concern over the inclu- 
sion of the words in the bill which would 
allow the government to use the emer- 
gency powers not only during a war or 
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declared state of belligerency but during 
a “threat of war.” However, the Senate 
seemed disposed to regard the broader 
phraseology as necessary and the Con- 
necticut Senator did not insist upon this 
point. Senator Reed of Missouri made an 
interesting contribution to the debate 
with the following remarks: 


In 1917 the President of the United States, 
under his war powers, took over all the 
railroads. In 1918 he turned back some of 
them, known as the short lines. As to the 
length of time necessary to determine what 
should be done with these railroads, the 
Transportation Act of 1920 contained a 
formula for a settlement. The cases first 
had to go to the Interstate Commerce Com- 
mission, from which there was an appeal 
to the courts. The Interstate Commerce 
Commission construed one section applying 
to the short lines in a certain way, and fol- 
lowed that construction for three or four or 
five years. Then the commission changed 
its mind and said it had been wrong. As the 
chairman of the Interstate Commerce Com- 
mittee will remember, for we have had the 
matter under consideration since I have been 
here, when the Interstate Commerce Com- 
mission said it was wrong, and then followed 
a different policy, the railroads went to the 
courts, and finally to the Supreme Court 
of the United States. That court handed 
down a decision, and, of course, the Inter- 
state Commerce Commission was bound by 
that decision. 

The chairman of the committee will re- 
member that in the Seventy-sixth Congress, 
twenty-two years after the short lines had 
been taken over, and twenty years after they 
had been turned back, and twenty years 
after the 1920 Transportation Act was 
passed, we in the Seventy-sixth Congress, 
in the Interstate Commerce Committee, were 
dealing with a bill having to do with the 
amount of compensation due the short lines. 

I mention that only to show the entire 
impracticability of trying on short notice 
to determine what to do in the case of any 
of the great railroads or power utilities or 
telephone companies or radio companies if 
the President finds it necessary to take them 
over. 

I share the views of the Senator from 
Michigan and the Senator from Connecticut 
that it is about time it was done if it be 
necessary, but I am utterly out of sympathy 
with the attempt to limit the authority by 
stating the amount of money that would 
be involved or by trying to delay action until 
the President could come to Congress and 
secure an appropriation. 


ENATOR Reed also raised the question 
S of whether Congress could by con- 
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current resolution terminate the emer- 
gency powers of the Federal government 
sooner than six months after the end of 
a state of war has been proclaimed—as 
provided in the Lea bill. Senator Hill of 
Alabama answered this question as fol- 
lows: 


With reference to the question of a con- 
current resolution, of course, we know that 
Congress cannot repeal a statute by a con- 
current resolution; but under this bill what 
we attempt is to give the President power 
—to do what? To make a proclamation if 
there exists a state of war or a threat of 
war, and if he proclaims the fact to exist, 
then the bill gives him the power to take 
over the communications services, There is 
no provision with reference to a concurrent 
resolution, as I understand. What it pro- 
vides is simply that the President may pro- 
claim a certain fact to exist. We can come 
along afterward and proclaim another fact 
to exist or proclaim that the fact the Presi- 
dent proclaimed as existing does not exist, 
and that, of course, would terminate his 
power. 


After Senator Wheeler had stressed 
the fact that the telephone and telegraph 
companies had not opposed enactment of 
the bill, Senator Vandenberg of Michi- 
gan stated: 


The Senator’s last statement might carry 
the implication that some of the questions 
which have been asked have been asked, in 
the interest of the companies. I have not 
any interest whatever in the companies, but 
I have a great deal of interest in the quality 
of telephone service this country has. I can 
get the wrong number often enough under 
private management; I should hate to have 
to tackle it under public management. I do 
not want to wake up and discover that the 
great telephone systems of this country have 
become government monopolies as a result 
of a relatively inoffensive piece of legisla- 
tion. 


geen Wheeler concurred in the 
Michigan Senator’s hostility toward 
government ownership and operation of 
communication facilities as a permanent 
policy. Senator Wheeler stated in this 
respect : 

Let me say to the Senator that I should 
hate to see the radio taken over by the gov- 
ernment of the United States. I think it 
would be one of the worst things that could 
possibly happen to the United States if the 
radio in this country were owned by the 
government, as it is in Germany and as it 
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Building a Reputation for the Future 


“_.. the one great determining factor in future sales work 
will be reputation, the reputation of the manufacturer, the repu- 
tation of the selling agency. When people are confused, dis- 
turbed, and uncertain, they invariably seek the thing upon 
which they know they can depend. That is why we already see 
many of the country’s leading organizations—General Motors 
and the like—putting more emphasis than ever before upon the 
solidity of their organizations, upon the dependability of their 
service, upon the dollar value of their products. 

“Here is the impressive opportunity for the gas industry. By 
our actions today we can build a reputation for gas fuel, gas 
appliances, and for individual companies that will prove of tre- 
mendous value during the coming years.” 

—Hucu CuTHre.t, 
Vice president, The Brooklyn Union Gas Company. 
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FPC Asks Monthly Reports 


HE Federal Power Commission on Janu- 

ary 21st directed all electric utilities hav- 
ing annual revenues of $750,000 or more to re- 
port monthly their sales, revenues, operating 
income, deductions for depreciation and taxes, 
and fuel and labor costs. 

An announcement said that the data “will 
be used by the commission in meeting prob- 
lems arising in connection with the war emer- 
gency.” The explanation was not amplified. 

At the same time the commission eliminated 
requirements for a monthly report on move- 
ment of electricity across state lines, a semi- 
annual statement on interstate transmission, 
and the rate and sales section of the annual 
report. 


St. Lawrence Seaway 


HAIRMAN Sabath of the House Rules Com- 

mittee discussed the St. Lawrence water- 
way measure with President Roosevelt on Jan- 
uary 16th and said that the committee would 
approve a rule the following week for its con- 
sideration by the House. 

The President has advocated the project for 
years and has contended that power to be de- 
veloped would make an important contribution 
to war production. 

Mr. Sabath declared that he had urged the 
President, once the waterway was complete, to 
establish a Navy Yard at Chicago. 

A new storm over the seaway and power 
project brewed in the New York state legisla- 
ture recently, with opponents declaring its de- 
velopment would “sidetrack” real essentials 
of the nation’s war effort. A resolution term- 
ing the development “the height of folly” in 
war time would put President Roosevelt’s home 
state legislature on record against the bill be- 
fore Congress to approve the United States- 
Canada agreement for completing the project. 

Assemblyman J. Frank Caffery, Democrat, 
who introduced the resolution, asserted Con- 
gress “would be most effectively contributing 
to national defense by refusing to approve the 
authorization measure and postponing all 
further consideration of the proposition until 
the post-war period.” 

A concurrent resolution of the Mississippi 
house, memorializing Congress to refrain at 
this session from consideration of “nonessen- 
tial projects such as the proposed St. Lawrence 
seaway project,’ was reported favorably on 
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The March of 
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January 15th by the house Federal relations 
committee. The resolution, introduced by Rep- 
resentative Ed Demoville of Chickasaw coun- 
ty, requested Congress to consider and speed 
up measures essential to the successful prose- 
cution of the war. 

The resolution said that official estimates 
have placed the cost of the seaway project at 
approximately $400,000,000, adding that “con- 
struction now would be a serious hindrance to 
the building of war equipment.” 


President Signs Daylight Time 
Act 


regret Roosevelt on January 20th signed 
the daylight-saving bill, effective at 2 a. m. 
the morning of February 9th for all interstate 
commerce and Federal government activities. 
During congressional debate it was assumed 
that the new time, by which clocks are moved 
ahead one hour, would become general 
throughout the country. 

The measure would become inoperative six 
months after the war ends, unless Congress 
votes to terminate it before then. Stephen 
Early, presidential secretary, said that the 
measure had the same objectives as the Day- 
light-Saving Act of the first World War; that 
= “greater efficiency in our industrial war ef- 

ort.” 

The Federal Power Commission estimated 
there would be a saving of 736,282,000 kilowatt 
hours of electricity annually. It said the nation 
used 144,984,565,000 kilowatt hours in 1940. 
The real benefit from the change, the FPC 
said, would come from relieving the present 
peak demand for power between dark and bed- 
time. The commission estimated that the change 
would provide relief to the extent of 741,160 
kilowatts of production capacity. 

Congressional action was necessary, Mr. 
Early pointed out, so that there would be a 
uniform system in all the states. 


Ends TVA Dam Fight 


an McKellar of Tennessee paved the 
way last month for quick congressional ap- 
proval of the construction of the Tennessee 
Valley Authority’s $32,000,000 Douglas dam, 
asserting in a letter to President Roosevelt that 
since the commander-in-chief of the Army and 
Navy insisted on it he had no course but to 
“acquiesce” and fight it no longer. 
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His opposition had been based on a con- 
tention that farm acreage producing crops 
with an annual value exceeding $1,000,000 
would be destroyed by the dam. 

He told the President he felt there was “no 
justification for the destruction of this fruit- 
ful French Broad river valley, so necessary 
to the furnishing of food to our Army and 
Navy, and especially for such a comparatively 
small — of power as can be generated at 

uglas dam.’ 

William L, Batt, director of the WPB Ma- 
terials Division, praised McKellar for his ac- 
tion and called it “a step of real statesmanship, 

which removed all doubt of passage of an 
appropriation financing initial construction of 
the dam. “I am personally deeply grateful to 
Senator McKellar,” Batt said. “For a distin- 
guished Senator having such firm convictions 
to yield his individual judgment in behalf of 
the defense program is a splendid example to 
the nation. I know how firmly Senator McKel- 
lar opposed this dam and what courage it 
took to abandon his fight against it. 

The Douglas dam project passed the House 
and was sent to the Senate on January 23rd 
amid Republican charges that Chairman Clar- 
ence W. Cannon, Democrat of Missouri, of 
the House Appropriations Committee resorted 
to “parliamentary trickery” to head. off a sep- 
arate vote on the item. 


Transport Policy Outlined 


BROAD policy opposed to government oper- 
A ation of railroad, motor, air, and ship 
transport, “unless there is clear need for such 
action,” has been established by Joseph B. 
Eastman, director of the Office of Defense 
Transportation. His agency, by executive order 
of the President, has extensive authority and 
equally heavy responsibilities in assuring or- 
derly and expeditious movement of men, ma- 
terials, and supplies, Mr. Eastman declared in 
a statement, adding: 

“It is not my desire to exercise this authority 
unless there is clear need for such action, but 
in view of the heavy responsibility, I must 
be prepared to act if such need develops. In 
time of war, also, no one can foresee what 
changes in conditions may occur, perhaps in 
the form of sudden emergencies.” 

Mr. Eastman asserted that “neither the 
military authorities nor the private shippers 
of the country, however, need fear that there 
will be any attempt to change existing meth- 
ods, unless plain need is found to exist, nor, 
in that event, without taking counsel of those 
immediately concerned.” 

Mr. Eastman has established a division of 
inland waterway transport, headed by Edward 
Clemens of St. Louis. Mr. Clemens is vice 
president of the Mississippi Valley Barge Line 
Company, 

Mr. Eastman has also announced the ap- 
pointment of Henry F. McCarthy as associate 
director of the division of traffic movement. 
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Mr. McCarthy had been passenger traffic 
manager of the Boston & Maine Railroad 
since 1933 

Eastman indicated there was no immediate 
prospect that government ownership or priori- 
ties would be needed to adapt the railroads 
and other transportation systems to war-time 
demands. “Thus far, the transportation agen- 
cies of the country have taken care of the 
trafic needs exceedingly well,” he said. 


Power Control and Rationing 


| pic ging Rankin, Democrat of Mis- 
Sissippi, on January 22nd offered legis- 
lation to give President Roosevelt war-time 
authority to assume control of private power 
facilities of the nation, in the event he deems 
it desirable. The President would ascertain 
“just compensation” for any facilities taken 
over and recommend appropriations for pay- 
ment, 

On the same day, Congress received from 
government power. officials a blunt warning 
that the nation faces a rationing of electricity 
—possibly this year—that may even dim pri- 
vate homes to conserve power for the defense 
program. That possibility was voiced by Le- 
land Olds, chairman of the Federal Power 
Commission, and G. O. Wessenauer, acting 
power manager for the Tennessee Valley Au- 
thority, in testimony during House Appro- 
priations Committee hearings on the inde- 
— offices supply bill approved January 

nd. 

The rationing of electricity for homes, of- 
fices, night clubs, and other civilian purposes, 
Olds told the committee, “is going to be neces- 
sary and is going to be done,” and a survey to 
determine the power supply of the various 
areas is being made “to determine just what 
Icads can be cut off without materially inter- 
fering with the normal life of the community.” 

The more serious shortages of power 
naturally will occur in the heaviest defense 
production areas, Olds explained, and the 
population of those areas may face a serious 
reduction of their normal activities requiring 
the use of electricity. At present, Olds told 
the committee, there is not sufficient power 
available or projected to meet the defense load 
of 1942, 1943, or 1944 without either addi- 
tional capacity or a “material curtailment.” 
He estimated the total shortage of several 
million kilowatts this year and probably three 
or four million in 1943, and added “We are 
likely to be in a very difficult situation when 
we come to 1945 and 1946.” 

Wessenauer said he was “certain” there 
would have to be some conservation of elec- 
tricity to meet the defense requirements, and 
recalled savings during a “blackout” period 
in the Southeast last fall which he estimated 
at from 2,000,000 to 3,000,000 kilowatt hours. 

In a prepared statement on January 23rd, 
C. W. Kellogg, president of the Edison Elec- 
tric Institute, declared that with a present 
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surplus of more than 9,000,000 kilowatts of 
qo: capacity above the greatest demand 
or power, and with the construction of an 
equal amount in prospect during the next three 
years, “the outlook for sufficient electric 
power to meet all war demands is reassuring.” 
At the same time he indicated it is possible a 
few localities affected by drought or by ex- 
cessive piling up on defense loads may face a 
limited amount of power rationing. 

Kellogg’s statement was based on the re- 
sults of a survey recently completed to de- 
termine the effect of the great increase in 
scope of government expenditures incident to 
America’s entrance into the war. 


SEC Chairman Elected 


OMMISSIONER Ganson Purcell was form- 
ally elected chairman of the Securities 
and Exchange Commission on January 20th to 
succeed Edward C. Eicher, who has been ap- 
pointed chief justice of the United States Dis- 
trict Court for the District of Columbia. A 
favorable report on the nomination of Eicher 
was made by the Senate Judiciary Committee 
on January 19th. 

Judge Robert E. Healy, who presented his 
resignation as commissioner to President 
Roosevelt shortly after it became known that 
Mr. Purcell would be chosen for the chair- 
manship, subsequently withdrew his resigna- 
tion, as requested by the President. 

The Investment Bankers Association, also 
on January 20th, asked Congress to expand 
the SEC from five to nine members and ex- 
tend their terms of office from five to ten 
years to relieve the commission’s increasing 
work load. John S. Fleek of Cleveland, presi- 
dent of the IBA, told the House Interstate 
Commerce Committee that the proposals were 
advanced because of a rapid turnover in the 
SEC personnel and because the “work load of 


the commission is excessively heavy.” The 
SEC has expressed opposition to such changes 
in the Securities Exchange Act of 1934. 

Robert H. O’Brien, head of the utilities 
division of the SEC, was nominated by Pregj. 
dent Roosevelt on January 22nd to member. 
ship on the SEC. 


Labor Board Defines Policies 


HE National War Labor Board, represent. 

ing industry, labor, and the public, sent 
word to President Roosevelt at its first meeting 
on January 16th that it would strive to settle 
labor disputes “peacefully, fairly, and finally’ 
so that “maximum war production may con- 
tinue without interruption until victory js 
achieved.” 

The board, with only Wayne L. Morse, dean 
of the University of Oregon Law School, ab. 
sent, decided that its members should devote 
their time to the final determination of dis- 
putes which could be settled by mediation or 
voluntary arbitration. Associate members of 
the board, representing industry, labor, and 
the public, will be employed for mediation. 

The board stated, however, that a panel of 
arbitrators or umpires, to assist the board, 
would not be named at this time. President 
Roosevelt disclosed plans for such a panel at 
his press conference on January 13th, and said 
that he hoped, that retired Chief Justice Charles 
Evans Hughes, James A. Farley, and Alfred 
E. Smith might be members. Friends of Wen- 
dell L. Willkie, 1940 Republican presidential 
nominee, who previously had been mentioned 
by the White House for such a post, reported 
that he would not serve. 

Public members of the board will devote 
full time to the work, and it was agreed that 
the industry and labor members, or their al- 
ternates, would arrange to have four members 
of each group continuously available. 


Arkansas 


Authority Granted for Lines 


grove er to build 188 miles of high-voltage 
transmission lines to complete interconnec- 
tions needed for furnishing interim power to 
the Lake Catherine aluminum plant was 
granted, to the Arkansas Power & Light Com- 
pany by the state utilities commission on Jan- 
uary 16th. The AP&L, which encountered no 
opposition at a comparatively short hearing, 
plans to construct a 154-kilovolt line from Lit- 
tle Rock to Norfork, and a 132-kilovolt line 
from Remmel dam (Lake Catherine) to a 
point 16 miles east of Ashdown. 

The controversy between officials of the 
Rural Electrification Administration and the 
private utility group over furnishing electricity 
for the new government aluminum plant at 
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Lake Catherine shifted to Washington on Jan- 
uary 20th. Representative Ellis, Democrat of 
Arkansas, charged in the House that repre- 
sentatives of an 1l-company private “power 
pool” were meeting with OPM officials on that 
day “in an effort to block the contract which 
the Defense Plant Corporation signed weeks 
ago with REA” to deliver one-third of the 
interim power for the plant, now under con- 
struction. Eventually, the plant will have its 
own power house. 

C. Hamilton Moses, president of the AP&L, 
member of a group of private utility represent- 
atives, said there was no meeting with OPM 
officials on that day, to his knowledge, and that 
the purpose of the private pool was to clear 
the way for the delivery of the 65,000 kilo- 
watts of power. 
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The state commission, acting at the request 
of the War Production Board, on January 
22nd authorized the Ark-La Electric Codpera- 
tive to build a 197-mile line to transmit power 
to the aluminum plant at Lake Catherine from 
Oklahoma, Kansas, Missouri, and Nebraska. 
Ark-La, financed by the REA, sought a per- 
mit to build the line at a 3-day hearing before 
the commission early last month, Although 
inclined to deny the application on the ground 
the line would duplicate existing facilities, the 
commission checked the final decision to na- 
tional defense officials at Washington. i 

The commission said there were “clear in- 
dications from the proper officials that the con- 
struction and operation of the proposed trans- 
mission line is considered to be for the best 
interest for prosecution of the war. There can 
be no higher public convenience or necessity 
than vigorous prosecution of the war.” 


AVA Bill Introduced 


Ew legislation to set up an Arkansas Val- 
N ley Authority to serve as a public power 
agency in Arkansas, Kansas, Louisiana, Mis- 
souri, and Oklahoma was offered on January 
2th with what U. S. Representative Ellis, 
Democrat, said was President Roosevelt’s full 
approval, Introduced in the House by Ellis and 
in the Senate by Senator Lee, Democrat of 
Oklahoma, the bill, drafted “in the Bureau of 
the Budget at the President’s direction,” would 
permit the authority to issue up to $250,000,000 
of bonds for the acquisition and improvement 
of electric systems in the area. 

Ellis termed the bill “a masterpiece of com- 
promising” to meet objections to previously 
offered proposals. Under it, Army Engineers 
would complete dams, both flood control and 
hydroelectric, in the territory, as well as con- 
struct future projects where necessary, for 
transfer to the authority upon completion. 

While the bond-issuing authority would en- 
able the AVA to acquire utility systems in the 
region, it would not be able to condemn “pub- 
licly owned systems, and it may not condemn 
privately owned properties without consent of 
public organizations concerned with distribu- 
tion of power in the area,” Ellis said in a state- 
ment. 


Data Asked for Rate Hearing 


72 Mississippi River Fuel Corporation 
was directed by the state utilities commis- 


sion on January 14th to make available by 
February 16th all its books, accounts, and rec- 


ords for commission study in an investigation 


of gas rates in ten northeast Arkansas towns. 

The Mississippi Corporation sells gas whole- 
sale to the Arkansas Power & Light Company 
for distribution in the ten towns, all of which 
adopted city ordinances effecting a reduction 
in the gas rates of the AP&L. The Arkansas 
Ccmpany appealed to the commission, claim- 
ing it could not afford the reduction because 


of the wholesale rate charged by the Mississippi 
River Fuel Corporation. 


Chairman Ben E. Carter of the commission 
said that before the commission could decide 
whether the AP&L charges were fair, it would 
have to ascertain whether the rates it pays the 
Mississippi Corporation are just. 


Employee Rates Revised 


FTER a conference with Arkansas Power & 
A Light Company officials, the state utilities 
commission announced it would agree to a re- 
vision of utility rates charged its employees. 
The company agreed to continue its employee 
gas rate at 45 cents per thousand cubic feet 
of gas but will establish a minimum monthly 
bill. A similar arrangement was agreed to in- 
volving water bills, said to be the principal 
concern of the commission. A fixed minimum 
of 90 cents was agreed upon. 

Electric rates to AP&L employees will not 
be affected by the agreement. 


Second Sour Gas Plant Proposed 


HE Arkansas Louisiana Gas Company last 

month took a 90-day option on 40 acres 
located a mile from Macedonia field, for the 
purpose of building a sour gas sweetening plant 
for the Macedonia and Dorcheat fields, both 
of which are Columbia county gas areas, 

The McKamie Gas Cleaning Company, Inc., 
organized recently for erection and operation 
of a desulphurizing plant near the McKamie 
field, on the east edge of Lafayette county, 
opened offices in Magnolia on January 15th. 
It is expected the new plant will be in opera- 
tion within a year if priority is obtained for 
materials. The plant is classified as a defense 
industry. 

The firm has awarded the contract for 
sweetening the sour gas for commercial pur- 
poses to the Girdler Corporation of Louisville, 
Kentucky. 


California 


Raker Act Hearing 


A= bond issue to finance a municipal 
power system was advocated before the 
House Public Lands Committee in Washing- 
ton last month by Franck R. Havenner, state 


railroad commissioner and former member of 
Congress. Havenner made the suggestion in 
testimony which marked the beginning of the 
case against amendment of the Raker Act after 
Committee Chairman Robinson (Democrat of 
Utah) had declared he could not understand 
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“why the voters didn’t approve” the $66,500,- 
000 buy-or-build bond issue last fall. 

Havenner testified that the Pacific Gas and 
Electric Company had confused the minds of 
the people over a period of years, and had ad- 
mitted spending $200,000 in the past ten years 
“to defeat proposals for distribution of elec- 
tricity in San Francisco.” The witness de- 
scribed the PG&E as a “vampire picking the 
people’s pockets to poison their minds,” an ex- 
pression originated by Senator Johnson. “The 
greatest boon to our city,” Havenner told com- 
mittee members, “would be for Congress to 
insist upon the enforcement of the Raker Act.” 

Asked if he thought the government should 
take over Hetch Hetchy, Havenner replied he 
would rather “trust the future of San Fran- 
cisco to the United States government than to 
this vampire corporation that has fastened 
its tentacles on San Francisco.” 

He said another bond issue should be sub- 
mitted to the voters before June 30th, the 
date upon which the United States Supreme 
Court has said that the city must stop selling 
Hetch Hetchy power to the PG&E. 

Supervisor Arthur M. Brown, Jr., asked if 
another bond issue could be submitted to the 
electorate prior to that date, declared he 
doubted it, adding that it would take five years 
to take over existing PG&E city distribution 
facilities or build a competing system. 

President Roosevelt on January 22nd took 
the unusual step of informing the congres- 


sional committee that he was opposed, to legis. 
lation currently under consideration by the 
committee. The President sent a letter to 
Chairman Robinson challenging the good faith 
of San Fraricisco public officials and declaring 
he saw no valid reason for amending the Raker 
Act to permit the city to continue selling Hetch 
Hetchy power to the PG&E. Representative 
Mott of Oregon questioned the propriety of the 
President's intervention in the Raker Act hear. 
ing, but added he agreed generally with the 
position taken. 


Rising Demand for Gas 


| Hasta ses demand for gas service in Fres- 
no, Kings, Madera, and Merced counties 
was given recently by engineers of the Pacific 
Gas and Electric Company as a reason for the 
company’s petition to the state railroad com- 
mission for permission to substitute natural 
gas from the Helm and Raisin City fields for 
that now obtained from Kettleman Hills, The 
Helm and Raisin City gas is of lower heating 
quality. 

R. S. Fuller, operations engineer for the 
company, said, the available supply from Ket- 
tleman Hills is about 18,000,000 cubic feet 
daily, while the demand is 29,000,000 cubic feet, 
which, he said, leaves the company “about at 
the point where its present supply from the 
Southern California Gas Company is insuffici- 
ent for its territory and our own.” 


Indiana 


Gas Rehearing Asked 


HE Terre Haute Gas Corporation on Jan- 

uary 13th asked the state public service 
commission for a rehearing on its order grant- 
ing the Frank M. Pierson Natural Gas Cor- 
poration authority to extend natural gas facil- 
ities to suburbs southeast of Terre Haute. 


In asking the rehearing, the Terre Haute 
Gas Corporation contended that the commis- 
sion’s order was not supported by evidence 
given at the hearing on the Pierson petition. 
The corporation also attacked the order on the 
ground it was written after a hearing held by 
only one member of the commission rather 
than by all three commissioners. 


lowa 


Power Dam Fee Levied 


HE state executive council last month 
levied the annual $100 minimum inspection 
fee and license on all Iowa dams used for gen- 


erating power. The council’s resolution pro- 
vides that owners of all such dams must pay an 
annual state inspection fee of 25 cents for each 
horsepower generated, with the minimum fee 
set at $100. 


Louisiana 


City Restrained by Court ” 


A RESTRAINING order to prevent the city of 
New Orleans from putting into effect two 
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recent ordinances reducing gas rates was 
granted the New Orleans Public Service Inc. 
on January 23rd by Judge Wayne G. Borah 
following a hearing in Federal District Court. 
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The court set January 30th as the date for a 
hearing on the utility corporation’s petition for 
a temporary injunction on enforcement of the 
rates and required the corporation to post a 
bond of $10,000 to indemnify the city for loss it 
might sustain as a result of the delay. 

Heading the Public Service’s counsel, 
Charles Rosen argued that the case was sub- 
ject to jurisdiction of a Federal court because 
the city had violated the Federal Constitution 
in not providing a proper hearing and that in- 
sufficient time had been given the corporation 
to prepare for the commission council meeting 
at which the ordinances were passed. 

Edward, Rightor, special counsel represent- 


OF EVENTS 


ing the city, argued that the short notice given 
the utility company following passage of the 
two ordinances—one setting the gas rate at 54 
cents per thousand cubic feet and the other 
cutting the maximum allowable return on the 
rate base from 74 to 6 per cent—was sufficient. 
The only important matter involved at the 
council hearing, he declared, was the council’s 
“notification” to the utility that its earnings 
were to be reduced. The question of the com- 
pany’s rate base—its physical property—had 
nothing to do with the case, he said, since the 
city had accepted the corporation’s valuation 
of $67,000,000 as correct, for the time being at 
least. 


y 
M ichigan 


Gas Heat Limit Fixed 


EMANDS of war industries for gas have in- 

creased to the point where the Michigan 
Consolidated Gas Company will not be able to 
give service to house-heating customers in the 
Detroit district who apply for service after 
April 1st, William G. Woolfolk, president, an- 
nounced on January 23rd. The decision of the 
company has been approved by the state public 
service Commission as necessary to insure all- 
out war production. 

“Large consumption of gas for house heat- 
ing slows up war production,” Chairman John 
J.O’Hara said in Lansing. “Gas for war plants 
must be unlimited.” 

Woolfolk added that “there is no cause for 
anxiety on the part of our present customers, 
domestic or industrial. Their needs will be fully 
supplied by existing pipe-line and manufactur- 
ing facilities.” 

Company officials said Detroit area consump- 
tion of gas reached 140,000,000 cubic feet a day 
in the recent cold spell, when 30,000,000 cubic 
feet a day of manufactured gas had to be 
added to the natural gas received from the 
Panhandle Eastern Pipeline Company. In this 
period gas used for house heating amounted to 


» 


80,000,000 cubic feet a day, or more than half 
of total consumption. 

The ban against new house-heating custom- 
ers will continue “until the war emergency has 
passed or until adequate supplies from the 
pipe-line company are available,” Michigan 
Consolidated said. 


Gas Fight Reopened 


LTHOUGH the new Consumers Power Com- 
pany pipe line bringing Texas natural gas 
to sixty-six Michigan cities is nearing comple- 
tion, Emmett J. Kelly, Detroit attorney, has 
filed a petition asking the state public service 
commission to rehear the application, John J. 
O’Hara, commission chairman, said on Janu- 
ary 15th. 

“Kelly said he represented retail coal deal- 
ers,” O’Hara stated. “I don’t know the pur- 
pose, but I suspect Kelly is merely making a 
record in preparation for a lawsuit.” 

The commission granted permission for the 
new pipe line last July 2nd. The Consumers 
Company said it would make possible sub- 
stantial reductions in gas rates in cities now 
using artifical gas. Several cities in the De- 
troit area are affected. 


Missouri 


Transit Survey Urged 


A JOINT survey of the mass transportation 
problem in St. Louis, by the Missouri 
Public Service Commission, the city, and the 
St. Louis Public Service Company, in order 
to help solve the problem of traffic congestion 
and to improve service, was urged by the com- 
mission in a recent letter to Mayor William 
Dee Becker and W. T. Rossell, president of 
Public Service. 
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Creation of a committee, preferably of one 
representative each of the city, company, and 
commission, to make the survey, with the aid 
of a staff of engineers and technical experts, 
was proposed. 

The commission, which declared the matter 
“one of great urgency,” said it was making 
the suggestion after receiving several letters 
complaining of inadequate street car and bus 
service in St. Louis, and after noting news- 
paper articles and editorials about the service. 
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New 


Fare Rise Local Issue 


Mx LaGuardia declared recently that the 
question of a fare increase on transit 
lines owned and operated by the city was 
strictly a local issue in which the state legisla- 
ture should not interfere. “I would resent any 
interference from Albany,” the mayor said in 
an interview, commenting on pending bills that 
would require a referendum vote of approval 
before any fare rise could be made effective. 

One such bill introduced by Senator John J. 
Dunnigan, Bronx Democrat, was reported to 
have strong support among both the Demo- 
cratic and Republican members of the legisla- 
ture from New York city. 

The mayor’s remark on the pending bills 
was made after he had been asked to comment 
on the proposal recently made by the Commit- 
tee of Fifteen, headed by Paul Windels, former 
corporation counsel, recommending a fare rise 
on the subway and elevated lines on the basis 
of two rides for 15 cents, using tickets or 
tokens, or a single ride for 10 cents. 

Support of the proposal for an increased fare 
on the city’s subways to “help ease the tax 
burden on real estate” and to put the lines on 
a self-supporting basis was given on January 
20th by the Bronx Board of Trade in a letter 
sent by Maskell E. Fox, president of the Bronx 
group, to Mayor LaGuardia and other mem- 
bers of the board of estimate. 


Higher Rates Suspended 


TT Federal Power Commission on Jan- 
uary 16th announced it had suspended new 
schedules for increased rates and charges for 
natural gas sold by the New York State Nat- 
ural Gas Corporation to the New York State 
Electric & Gas Corporation and the Keuka 
Construction Corporation and by the Keuka 


York 


Construction Corporation to the New York 
State Electric & Gas Corporation. 

Hearings on the three new rate agreements, 
which were to have become effective on Jan- 
uary Ist, were set for February 18th in Wash- 
ington. The orders said the burden of proof 
that the proposed increased rates were just and 
reasonable rested upon the vendor companies, 

Natural gas sold by New York State Nat- 
ural Gas directly to New York State Electric 
& Gas is resold by the latter company to its 
consumers in and around Ithaca and Court- 
land, New York, the commission said, and 
natural gas sold by New York State Natural to 
Keuka is resold by Keuka to New York State 
Electric & Gas for resale in and around Au- 
burn, Geneva, and Penn Yan, New York. 


Gas Workers Chartered 


HE CIO Transport Workers Union, 
'T headed by Michael J. Quill, announced 
recently that it had issued a charter to the 
Independent Gas Union, an unaffiliated organ- 
ization with a contract covering 4,000 plant 
and clerical employees of the Brooklyn Union 
Gas Company. 

A TWU spokesman said the workers had 
been taken into the union after repeated re- 
quests for a charter had been received from 
the independent organization. He said there 
were no immediate plans for extending the ac- 
tivities of the TWU in the utilities field. 

At its last national convention the TWU 
asked the national CIO to authorize a broad- 
ening of its jurisdiction to cover utility 
workers, but no action has been taken on this 
request by the parent organization. The by- 
products division of John L. Lewis’ United 
Mine Workers is currently engaged in a na- 
tional organizing effort among employees of 
electric and gas companies. 


P ennsylvania 


Track Removal Plan Pushed 


T HE Reading Street Railway Company will 
continue its campaign for removal of all 
its trolley tracks in the city of Reading and 
vicinity, regardless of difficulties that may be 
faced in getting busses. A. J. Stratton, presi- 
dent, said no real trouble was expected in 
getting busses. “Several companies making 
busses are competing for our orders, and we 
believe it will be easier to maintain a fleet of 


busses, those already in use, and others which. 


we will get, than to service and maintain 
trolley cars.” 

The Reading concern had pending before 
the state public utility commission an applica- 
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tion for removal of the lines, one city, one 
rural, three miles of tracks now in use, and 
applications before city authorities for per- 
mission to remove rails on ten city lines, all 
abandoned. In addition the company has pre- 
pared a program of applications for removal 
of all operating lines in the city, on a time 
schedule, and substitution of bus routes. 


Remetering of Power Approved 


fron state public utility commission on Jan- 
uary 23rd approved remetering and resale 
of electricity. In an opinion dissented in by 
Commissioners Thomas Buchanan and 
Richard J. Beamish, the commission decided 
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that prohibition of such practices is not “nec- 
essary at this time for public protection.” 

The opinion had the effect of terminating 
the commission’s investigation into submeter- 
ing and remetering “as permitted by the 
Philadelphia Electric Company.” The proceed- 
ings principally concerned resale of current 
by landlords to their tenants. 


Operators Ask Relief 


Prmeovnan’s petroleum and natural gas in- 
dustries last month sought relief from an 
OPM order which virtually halted drilling of 
new oil and gas wells throughout the Appa- 
lachian fields. To conserve steel and other 
critical items, the OPM Priorities Division 
prohibited purchase or use of material for 
construction purposes. 

While expressing willingness to codperate 
in the conservation program, oil and gas men 
questioned whether the amount of steel and 
other materials saved would compensate for 
the loss of fuel supplies resulting from de- 
pletion of existing wells without replacements. 
Natural gas stocks already are short and oil 
producers some time ago were urged by the 
government to step up output. 

Hundreds of men have been made idle and 
scores of drilling projects have been post- 
poned as a result of the conservation order. 
Both the petroleum and natural gas industries 
were reported preparing recommendations for 
amending the OPM order. 


> 


Rhode 


Rates to Be Adjusted 


HE office of U. S. Senator Peter G. Gerry 

in Washington, D. C., was informed re- 
cently that the government intended to make 
an adjustment in the electric rates at the 
USHA project in Wickford. The tenants 
have complained about water rates, sanitary 
facilities, construction of the houses, rents, 
and so on, but the communication to Senator 
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Electric Codperative Formed 


| Sp segenn from thirty-seven counties, organiz- 
ing the Pennsylvania State Association of 
Rural Electric Codperatives, were urged last 
month by Gifford Pinchot, twice governor, to 
begin formation at once of a nation-wide 
league of independent power lines. 

Pinchot, long an exponent of low-cost elec- 
tricity, asserted the utilities are attempting to 
hamper development of the codperative move- 
ment under the guise of a war-time emer- 
gency. “They work together on a nation-wide 
scale,” he warned. “They have a nation-wide 
organization. Their minds are fixed on the 
‘good old days’ when Congress and state legis- 
latures ate out of their hands. They must be 
met and stopped. Not only by Pennsylvania, 
not only by every one of the states, but by the 
nation.” 

Formation of the state association also was 
praised by Public Utility Commissioner Rich- 
ard J. Beamish, who first opposed it; Harry 
Slattery, of the Federal Rural Electrification 
Administration; and Leland Olds, chairman 
of the Federal Power Commission. 

The thirteen charter codperatives were au- 
thorized under an act passed during the ad- 
ministration of former Governor George H. 
Earle. 

Olds also disclosed a tentative plan to link 
Pennsylvania, New York, and New Jersey 
with power lines from the Tennessee Valley 
Authority in event of emergency. 


Island 


Gerry, from the office of defense housing of 
the FWA, did not refer to anything but rates 
for electricity. 

At present there is a master meter for the 
whole community, and the charge for power 
is divided evenly among the tenants. Here- 
after, a deduction will be made for commu- 
nity lighting, and then the rest of the elec- 
tricity used will be paid for by the tenants on 
a scale based on number of rooms occupied. 


Tennessee 


Time Extension Granted 


HE State utilities commission last month 
granted Tennessee Gas & Transmission 
a 60-day extension of time in which to show 
“satisfactory financial arrangements” have 
been made for construction of a natural gas 
pipe line from Louisiana to Tennessee and 
North Carolina points. 
The commission removed, however, a pref- 
erential rating given the company last Sep- 
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tember 11th when its petition to build the pipe 
line was conditionally approved, asserting that 
in the interest of national defense other ap- 
plications to serve the same territory, if filed, 
would be given consideration. 

Counsel for the Tennessee Gas Company 
told the commission further time was needed 
to obtain from OPM a priority rating on steel 
pipe and other materials required for build- 
ing the $26,000,000 pipe line, with which the 
company proposed to serve Nashville, Chat- 
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tanooga, Knoxville, and Asheville, North 


Carolina. 


Transportation Surveys 


HAIRMAN Porter Dunlap of the state util- 
ities commission on January 20th sent 
letters to transportation systems operating in 
the six largest cities requesting them to make 
immediate surveys of their systems with the 
view of determining what additional equip- 
ment they will require and on what date it 
will be needed. 
The companies called upon by Chairman 
Dunlap are in the cities of Memphis, Nash- 
4 


ville, Chattanooga, Knoxville, Johnson City 
and Jackson. He said the information was 
being requested because of obtaining priorities 
for equipment from the Office of Production 
Management. 

It was recalled that the “jitney” evil of the 
last World War brought about a condition 
which was considered exceedingly dangerous 
to the public and it was obvious that the com- 
mission, in writing the letters, was seeking to 
avoid a recurrence of that situation. In those 
days, small taxi operators had a 5-cent fare 
and operated throughout the city in competi- 
tion with the street cars which had a 7-cent 
fare, it was recalled. 


Texas 


Interest on Rate Refund Denied 


HE United States Supreme Court on Jan- 

uary 19th dismissed the appeal of Tex- 
arkana from a decision denying interest on 
part of refunds made to Texas consumers by 
the Arkansas Louisiana Gas Company. 

The court action resulted from an agree- 
ment between the litigants under which the 
Eastern Texas Federal District Court will de- 
termine certain amounts to be paid to the 
consumers by the gas company, which also 


will pay the cost of the refund litigation. 

The controversy grew out of a franchise 
contract between the city and the company 
under which Texans were entitled to the bene- 
fit of any lower rates which the company might 
give to consumers in adjoining Texarkana, 
Arkansas. 

The refunds were granted Texas con- 
sumers after the Supreme Court in 1939 up- 
held the contract. Arkansas consumers had 
previously been granted lower rates than the 
Texans. 


Washington 


Trial Date Set 


NITED States District Judge John C-. 
Bowen recently set September Ist as the 
trial date for the Snohomish County Public 
Utility District’s condemnation suit against 


the Puget Sound Power & Light Company.: 


Lowell P. Mickelwait, company counsel, had 
requested that no date be set for the duration 
oo war, or in any event not earlier than 

Judge Bowen commented that most of the 
evidence was directed toward showing that 
war conditions were interfering, or were 
likely to interfere, with the company’s prep- 
aration of its case. He said that if there is 
evidence to show that trial of the case will 


in any way interfere with the country’s war 
effort he would want such evidence brought 
before him, and the question of trial date 
could be reopened. 

A review by the United States Supreme 
Court of the fundamental questions involved 
in the piecemeal condemnation of privately 
owned utility systems by public utility groups 
would be sought by the management of the 
Puget Sound Power & Light Company, it was 
announced last month. Frank McLaughlin, 
president of Puget Sound, declared that a 
petition for a review of a lower court ruling 
upholding a suit brought by Whatcom County 
Public Utility District was “necessary in the 
interest of all concerned and our national wel- 
fare.” 


Wisconsin 


Asks Right to Refuse Service 


HE Milwaukee Gas Light Company last 
month petitioned the state public service 
commission for legal authority to refuse new 
or increased gas service until May 1, 1943, 
pleading that its equipment is being taxed to 
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capacity now, because of the intensely cold 
weather. 

“Until we expand or natural gas is made 
available we must conserve supplies,” Bruno 
Rahn, president, explained. The program of 
the utility is to “freeze” the consumption of 
gas in Milwaukee at present levels. 
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The Latest 
Utility Rulings 


Security Issue and Financial Transactions of 
Subsidiary of Holding Company Approved 


PPLICATIONS and declarations relat- 
A ing to the issuance and sale of se- 
curities by the Alabama Power Com- 
pany, a subsidiary of Commonwealth & 
Southern Corporation, and related ac- 
counting and financial transactions were 
approved by the Securities and Ex- 
change Commission subject to a reser- 
vation of jurisdiction with respect to 
the price of new bonds, the underwriter’s 
spread, and allocation thereof. Approv- 
al was not to be construed as a finding 
with respect to the status of either com- 
pany under § 11 of the Holding Com- 
pany Act or as related to or affecting 
any of the issues in proceedings pending 
against the Commonwealth holding com- 
pany system under §§11(b)(1) and 
11(b) (2). 

The Alabama Power Company was 
permitted to issue $80,000,000 principal 
amount of bonds, due 1972, and $12,- 
000,000 of notes to banks, repayable in 
sixteen equal seminannual instalments. 
The proceeds, plus necessary additional 
treasury funds estimated at $4,500,000, 
are to be used to retire existing mort- 
gage indebtedness at retirement cost of 
approximately $97,500,000. The issu- 
ance and sale of the bonds and notes had 
been expressly authorized by the Ala- 
bama commission and were therefore 
entitled to exemption under § 6(b). 

The holding company was permitted 
to make an additional investment in the 
common stock of the subsidiary, with- 
out issuance of additional shares, 
through surrender of preferred stock of 
the subsidiary for cancellation. This 
transaction was held to meet the appli- 
cable standards of §§ 10 and 12 of the 
act and rules thereunder. Approval of 
the transaction under § 10 had not been 
specifically requested, but the commis- 


sion considered that § 10 was properly 
applicable and its applicability was not 
affected by the fact that the transaction 
would be consummated without the 
issuance of additional common shares by 
Alabama. 

Various accounting entries and ad- 
justments were approved, reflecting, 
among other things, write-down of the 
utility plant account of the subsidiary in 
excess of $23,000,000, setting up of a 
special reserve in excess of $7,600,000 
for possible additional write-down of 
the plant account as might be ordered by 
the Federal Power Commission and the 
state commission, increase in the reserve 
for depreciation, reduction of the stated 
common capital by over $30,000,000, and 
increase of the stated value of the pre- 
ferred stock to liquidation value. 

These transactions were held to meet 
the applicable standards of the act and 
of the rules, but the commission cau- 
tioned that its action was not to be con- 
strued as a finding as to the original cost 
of the properties or as to other account- 
ing matters which might ultimately be 
passed upon by the other commissions. 

In compliance with Rule U-50 it was 
proposed to make a public invitation for 
proposals for the purchase of $80,000,- 
000 principal amount of bonds. In re- 
gard to this phase of the proceeding the 
commission said: 

Pursuant to this invitation both individ- 
uals and groups may submit bids but each 
bid must be upon the entire issue. Accord- 
ing to the company’s arrangement bids must 
specify the price to be paid to the company, 
and be not less than the principal amount 
plus accrued interest, and the interest rate 
which shall be a multiple of 4 per cent and 
not greater than 34 per cent. Each bid must 
be accompanied by a deposit equal to 5 per 
cent of the principal amount of bonds. This 
deposit will be returned to unsuccessful bid- 
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ders. Alabama reserves the right to reject 
all of the bids but otherwise will accept the 
proposal which under the formula stated in 
the invitation provides Alabama with the 
lowest annual money cost. 

The successful bidder will enter into a de- 
tailed purchase contract with the issuer. 
This contract is contingent, among other 
things, upon a favorable legal opinion by 
counsel selected by the issuer to represent 
prospective purchasers. The counsel select- 
ed by Alabama for this purpose is the firm 
of Willkie, Owen, Otis & Bailly of New 
York city. 

It is to be noted that a senior member of 
this firm, Wendell Willkie, until a year and 
one-half ago, was president of Common- 


e 


wealth, and prior to that was its counsel, 

Mr. Willkie and his said firm and Ala. 
bama state that said firm will not be called 
upon nor will it be necessary for it to pass 
on the legality of corporate acts taken on 
his advice or with his approval during his 
connection with Commonwealth, either as 
counsel or president. We raise no objec. 
tions to the retention of this firm as counse] 
for the prospective bond buyers. The fees 
and expenses are estimated not to exceed 
$20,000. We find this amount not to be un- 
reasonable. 


Re Alabama Power Co. et al. (File No, 
70-332, Release No. 3259). 


Rate Increase Dependent on Improvements 


bE ho Missouri commission authorized 
an increase in telephone rates but 
provided that the rates should be sus- 
pended until such time as the company 
would have completed certain improve- 
ments necessary to rehabilitate the 
property in order to render satisfactory 
service to the public. Final approval of 
the rate schedule was made contingent 
upon the completion of the improve- 
ments and submission to the commission 
of proper proof that the improvements 
had been made. 

Commissioner James, in a dissenting 
opinion, expressed the view that the 
company should be ordered to recon- 
struct and rehabilitate its system and 
then present its case for a rate increase. 
He said that an assumed plant is not the 


7 


correct basis upon which rates should be 
fixed. 

With respect to comparisons of rates 
the commission said that it had been con- 
sistently of the opinion that comparisons 
of rates with other cities are seldom con- 
clusive of the reasonableness of any 
given rate schedule. The evidence pre- 
sented, however, made it appear “ob- 
vious that the earnings are so grossly in- 
adequate as not to require the refinement 
of a fair value finding.” Even Commis- 
sioner James said that undoubtedly the 
evidence was sufficient to show that the 
company needed relief in the way of in- 
creased rates, although it had not, in his 
opinion, justified increased rates before 
rehabilitating its plant. Re Cass County 
Telephone Co. (Case No. 10075). 


Unsatisfactory Debt Ratio Not a Bar to Temporary 
Financing for Defense Needs 


Peg: ton for Superior Water, Light 
& Power Company, a subsidiary 
of American Power & Light Company, 
to borrow $1,600,000 from Guaranty 
Trust Company of New York in order 
to secure cash funds immediately to com- 
plete its plant under construction (which 
had received a high priority rating from 
defense agencies) was permitted by the 
Securities and Exchange Commission 
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notwithstanding an unsatisfactory debt 
ratio of the subsidiary company. An ap- 
plication and declaration under §§6 (b) 
and 12(b) of the Holding Company Act 
and Rule U-45 promulgated thereunder 
covered the transaction. 

The bank is to advance funds from 
time to time prior to May 1, 1942, and 
such advances will be evidenced by un- 
secured notes of Superior. Each note 
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the plant account intangibles and other 


will be dated as of the date of issuance, 
items aggregating more than $1,000,000 


and all notes will mature three years 


after the date of the first note. The notes 
will bear interest at 14 per cent during 
the first year following the first advance, 
at the rate of 2 per cent during the sec- 
ond year, and at the rate of 24 per cent 
during the third year, and will be pay- 
able in whole or in part at the option of 
Superior at any time prior to maturity. 

An open account indebtedness in the 
amount of $1,636,000 owing by Superior 
to the parent corporation will be sub- 
ordinated to this indebtedness. The com- 
mission noted that a serious question 
was raised as to whether all or a portion 
of the open account indebtedness should 
not be converted into common stock in 
order to give Superior a capital struc- 
ture more consonant with proper stand- 
ards. Moreover, there was some ques- 
tion as to whether the open account in- 
debtedness, or at least a substantial part 
of it, might actually be considered a 
valid obligation ranking senior to the 
publicly held preferred stock. 

Total long-term debt of the subsidiary 
constitutes about 41 per cent of the capi- 
talization, and pro forma about 57 per 
cent. The company had been served with 
a report of the accounts and finance de- 
partment of the Wisconsin commission, 
indicating that there apparently are in 


which should be removed from plant ac- 
count and charged against earned sur- 
plus, amortized, or otherwise disposed 
of. 

It was said that if these recom- 
mendations should be adopted the ratio 
of debt to total capitalization and to 


total plant account would be further sub- 


stantially increased. 

In view, however, of the urgent need 
of funds, the commission permitted the 
issue subject to a reservation of juris- 


diction to consider the question of debt 


ratio and open account indebtedness 


later. The companies filed a letter stating 


that any action taken might be without 
prejudice to future action by the com- 
mission. 

In order to insure that Superior’s 
funds would be conserved to meet the 
emergency defense demands upon it 
which had necessitated the filing of the 
application and the commission’s condi- 


' tional approval thereof, it was required 


that Superior should not declare or pay 
dividends on its common stock owned 
by American until the entry of a final 
order after completion of the record in 
the proceeding. Re American Power & 
Light Co. et al. (File No. 70-471, Re- 
lease No. 3265). 


7 


Merger Permitted by Power Commission after 
Judicial Decision 


B Ben matter of transferring the 
property, rights, licenses, and assets 
of Inland Power & Light Company to 
Pacific Power & Light Company again 
came before the Federal Power Com- 
mission after remand by the United 
States Circuit Court of Appeals for the 
Ninth Circuit, in Pacific Power & Light 
Co. v. Federal Power Commission 
(1940) 111 F(2d) 1014, 34 PUR(NS) 
153. The court, in setting aside the com- 
mission order denying approval, had 
held that the prohibition of transfers 
without commission authorization did 
not connote a public benefit to be derived 
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but merely required compatability with 
the public interest. The court held that 
the statute did not require a showing 
that positive benefit to the public would 
result. 

The commission, in approving the 
transfer, said that because of the testi- 
mony and exhibits introduced at the 
further hearing and statements and a 
stipulation filed, several aspects of the 
matter presented for decision which 
would adversely affect the public inter- 
est might be eliminated and that with 
their elimination the proposed trans- 
action, on the facts as now shown, pre- 
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sented itself as one affecting the public 
interest beneficially. The adverse fac- 
tors which, if not eliminated, would out- 
weigh the beneficial effects of the pro- 
posed transaction were noted briefly. 

For one thing, the applicants indi- 
cated their willingness to execute a 
stipulation which would protect the 
United States against the contingency 
that the transfer of licensed projects 
might increase the amount of severance 
damages which the United States would 
have to pay under § 14 of the Federal 
Power Act if the United States exer- 
cised its right to take over any of these 
projects at the expiration of the license 
term. Moreover, certain changes were 
made in the plans for treatment of debt 
discount and expense so as to prevent 
such items from being permanently 
capitalized in the accounts of the Pacific 
Company. 

Minor items were required to be 
charged off to earned surplus prior to 


consummation of the merger where these 
items had been disallowed by the com. 
mission as part of the cost of additions 
and betterments to a licensed hydroelec- 
tric project. The commission would not 
accede to a contention that such items. 
disallowed as part of the “actual legiti- 
mate original cost” of the project under 
Part I of the Federal Power Act, might 
yet remain part of the “original cost” of 
the plant as defined in the Uniform Sys- 
tem of Accounts. : 

The proposed merger, said the com- 
mission, will accomplish certain econo- 
mies in operating expenses. Savings in 
operating expenses, however small, 
should redound ultimately to the benefit 
of ratepayers and investors, and, it was 
said, in the absence of adverse factors, 
are sufficient to establish that the pro- 
posed merger “will beneficially affect the 
public interest.” Re Pacific Power & 
Light Co. et al. (Docket No. IT-5469. 
Opinion No. 69). 


e 


Principles Governing Admission of Natural 
Gas Pipe-line Company 


HE Wisconsin Gas Transmission 

Company, a subsidiary of Phillips 
Petroleum Company and an affiliate of 
Independent Natural Gas Company, 
which has been organized to construct a 
pipe line to transmit gas from the Texas 
Panhandle and Hugoton fields to Wis- 
consin, was authorized by the Wisconsin 
commission to transact business as a 
public utility and construct facilities in 
the state. This company was preferred 
over Badger State Pipeline Company 
and Wisconsin Natural Gas Company, 
the latter being a subsidiary of Western 
Natural Gas Company. 

The commission, in a preliminary 
hearing, had assumed jurisdiction to en- 
tertain the applications [39 PUR(NS) 
50]. No application for rehearing was 
made, but objectors to the admission of 
gas to the state continued, unsuccess- 
fully, to press their objections on the 
jurisdictional grounds. The majority 
opinion stated that this question in- 
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volved one of those grave constitutional 
issues which the courts have held to be 
justiciable only by them and not the sub- 
ject of proper determination by adminis- 
trative bodies such as the commission. 

Aside from the jurisdictional question 
two ultimate questions were presented: 
(1) whether the public interest and pub- 
lic convenience and necessity require the 
introduction into the market sought to be 
served by the applicants of natural gas 
for distribution to the consuming pub- 
lic, and (2) whether the public interest 
permits and the public convenience and 
necessity require the supply of natural 
gas by any or all of the three applicants. 
It seemed to be beyond question that the 
Wisconsin markets involved are not so 
extensive as to make possible the eco- 
nomic and efficient supply of gas by more 
than one applicant. 

Spokesmen for labor organizations, 
railroads, the coal industry, manufac- 
tured gas utilities, and municipalities 
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were heard in opposition, but the com- 
mission held that natural gas had advan- 
tages over other fuel, and on this phase 
of the question it concluded : 


To deny to the consumers of gas or users 
of fuel the economies and benefits which 
might be realized by making natural gas 
available to them would be merely to sub- 
sidize the railroads, the coal business, and 
the workers employed by these industries 
at the expense of the consuming public. 
This is not our proper function in reaching 
a determination as to whether or not the 
public interest permits or the public con- 
venience and necessity require the estab- 
lishment of a public utility. 


The organization, control, and financ- 
ing of the various applicants were con- 
sidered at length, as well as the pro- 
posed properties and plants, forecasts of 
operating results, and comparisons of 
proposed rates. Taking all these factors 
_ into consideration, the majority reached 
its conclusion in favor of Wisconsin 
Gas Transmission Company. The rate 
proposals of all the companies were criti- 


e 


cized, and commission preference was 
expressed for a schedule for firm gas 
service with a demand charge on a cus- 
tomer basis and a flat commodity charge. 
No rate schedule was established in this 
proceeding but the rate question was 
considered as bearing on the question of 
which applicant should be granted au- 
thority. 

The public interest was held to re- 
quire imposition of a condition that serv- 
ice be commenced within a reasonable 
time. The war emergency had made it 
doubtful whether any of the applicants 
would be able for some time to obtain 
materials with which to proceed, because 
of the nation’s requirements of steel for 
war purposes. 

In these circumstances, it was said, 
provision should be made whereby all 
of the applications might be reconsidered 
if it develops that the company receiving 
authority is unable to proceed. Re Wis- 
consin Natural Gas Co. et al. (CA-1463, 
1484, 1777). 


FPC Rate Powers Dependent on Inability 
Of States to Regulate 


HE recent decision of the Federal 

Circuit Court of Appeals, setting 
aside a rate order of the Federal Power 
Commission in the Safe Harbor Water 
Power Corporation Case, announces the 
principle that, in the absence of a finding 
by the Commission that the states in 
which the power is consumed are unable 
to agree through their properly consti- 
tuted authorities on the rates to be 
charged, jurisdiction to regulate remains 
in the state commissions and not in the 
Federal Power Commission. 

The Federal Power Commission had 
attempted to regulate wholesale electric 
rates under Part I of the Federal Power 
Act, relating to licensed projects. 
Whether or not the commission might 
have jurisdiction over the corporation as: 
a public utility transmitting and selling 
electric energy at wholesale in interstate 
commerce under the provisions of Part 
II of the Federal Power Act was said 
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to be immaterial, as the commission had 
chosen to fix the rates under the au- 
thority of § 20 in Part I. 

The statute is construed by the court 
as intending that regulation of power 
shall be through state authority and not 
through the power of the Federal gov- 
ernment unless the state has failed to 
set up a regulatory commission. Only in 
the event of such failure does the Fed- 
eral Power Commission possess juris- 
diction. The court said in part: 


The question is whether Congress in- 
tended to regulate interstate commerce in 
hydroelectric power by the Federal Power 
Commission or through the medium of state 
commissions. Put thus baldly, the first re- 
action might be that Congress intended to 
regulate interstate commerce in hydroelec- 
tric energy by a Federal agency leaving to 
the state commissions intrastate regulation. 
But such a conclusion flies in the face of the 
words of §20. The section is expressly in- 
tended for the regulation of hydroelectric 
power which “shall enter into interstate or 
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foreign commerce.” It speaks of the states 
“directly concerned” and of states directly 
concerned being “unable to agree through 
their properly constituted authorities on 
the services to be rendered or on the rates 
or charges of payment therefor...” 


Whether the generation, transmission, 
and consumption of hydroelectric energy 
are matters of such national concern as 
to require regulation solely by the Fed- 
eral government, said the court, is capa- 
ble of being answered either in the 
affirmative or in the negative, depending 
on circumstances. Transmission of 
power from state to state may be such a 
matter of national concern as to require 
regulation solely by a Federal agency, 
while on the other hand the consump- 
tion of that power in the state to which 


it has been transmitted may be purely a 


matter of local interest. 

Although there is no doubt that Con- 
gress cannot delegate the power of the 
central government to regulate inter-. 
state commerce to a state or state agency, 
Congress can leave to the state the regu- 


lation of rates for such power when used 
locally. Section 20 conveys the consent 
of Congress to the states to make agree. 
ments of codperation under the compact 
clause. Accordingly, it follows that the 
states of Pennsylvania and Maryland 
may agree through their properly con- 
stituted authorities on the services to be 
rendered, or on the rates or charges of 
payment therefor, with respect to power 
produced by Safe Harbor and consumed 
in Pennsylvania and Maryland. 

The court also ruled that it had juris- 
diction to review the rate order. Prior 
to the enactment of Parts II and III of 
the Federal Power Act in 1935 the dis- 
trict court was the only forum available 
for review of such orders. Section 
313(b) of the 1935 act specifically pro- 
vides for review of orders by circuit 
courts of appeal. The review provided 
by this section was held to be exclusive, 
and the review provisions of §20 
deemed to have been repealed by impli- 
cation. Safe Harbor Water Power Corp. 
v. Federal Power Commission. 


e 


Other Important Rulings 


HERE the record showed that a per- 

son owning a common carrier ves- 
sel right had abandoned service for over 
two years without authority and that he 
neither owned nor operated any vessels, 
the California commission found that his 
operative right was nonexistent and 
therefore not subject to sale. Re Walters 
et al. (Decision No. 34652, Application 
No. 23869, Case No. 4582). 


A Federal District Court, in dismissing 
a suit to enjoin enforcement of an order 
denying a certificate under the “grand- 
father” clause of the Motor Carrier 
Act, held that the provision of the act 
defining common carriers must be read 
in connection with the “grandfather” 
clause in determining whether an appli- 
cant is entitled to a certificate under that 
clause; that indirect operations of for- 


warders through indeterminate carriers 
are not within the scope of the Motor 
Carrier Act; that to qualify as a bona 
fide common carrier within the “grand- 
father” clause an applicant must have 
performed the carriage either by equip- 
ment of his own or such as he had under 
lease; and that a certificate cannot be 
granted under that clause where the ap- 
plicant had not been operating for a 
period of at least two months prior to the 
time of the hearing on the application. 
i v. United States et al. 41 F Supp 
86. 


The New York commission in an in- 
vestigation of gas rates ruled that a 
charge for meter deposit interest was 
not a proper charge to operating ex- 
penses. Re Camden Gas Co. Inc. (Case 
No. 10293). 


Notre.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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RE GEORGE 


PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re W. D. George et al. Trustees of 
Pittsburgh Railways Company et al. 


[Application Docket No. 60471.] 


Corporations, § 10 — Commission jurisdiction — Reorganization — Public in- 
terest. 

1. The Commission, in considering a plan of reorganization, is not re- 

quired to determine the fairness and feasibility of the plan in respect of 

creditors and security holders, since that is a matter for the Federal courts, 


p. 196. 


Corporations, § 22 — Reorganization plan — Street railway company — Inclu- 
sion of bus company. 

2. A bus company subsidiary of a street railway company in reorganization 
should not be excluded from the reorganization plan on the ground that 
bus operations are conducted at a loss and that its bus rights should be 
parceled out to local “little fellows,” where the public interest would best 
be served by the reorganized company’s conducting all mass transportation 
service, both street railway and bus, in the area, p. 196. 


Service, § 156 —- Abandonment — Corporate reorganization — Leased properties 
— Condition. 
3. A transit corporation proposing a plan of reorganization which provides 
for the rejection of leases and operating agreements under which certain 
railway lines are operated should arrange for continued operation of neces- 
sary lines after reorganization until the owners of the lines shall have ar- 
ranged to operate such lines themselves, p. 197. 


Valuation, § 215 — Capitalization base — Reorganisation — Unused real estate. 
4. Real estate which will not be used or useful after abandonment of street 
railway facilities should not be included in the capitalization base of the 
reorganized corporation, p. 197. 


Accounting, § 14 — Reorganized corporation — Property to be abandoned — Off- 
setting reserves. 
5. Properties of a street railway company which are to be abandoned pur- 
suant to a reorganization plan should be taken into the plant accounts of the 
reorganized company with appropriate offsetting reserves, p. 197. 


Procedure, § 13 — Reorganization — Matters considered — Service abandonment. 


6. The Commission, in passing upon a proposed plan for reorganization 
of a street railway company, need not decide whether proposed abandon- 
ments of street railway service, whether absolute or to be accompanied by 
the substitution of bus service, would be in the public interest, as approval 
of such matters would have to be obtained at the appropriate time, p. 197. 


Valuation, § 51.1 — Reorganization purposes — Earning power. 


7. Prospective earning power is not the sole criterion to apply in formulat- 
ing capital structures for utilities in process of reorganization, p. 198. 
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Valuation, § 96 — Accrued depreciation — Estimates. 
8. Any estimate of accrued depreciation of a complex property, regardless 
of by what method made and by whom made, necessarily will contain over- 
estimates and underestimates, and the best that can be hoped for is that 
the overestimates and the underestimates will substantially offset each oth- 


er, p. 205. 
Valuation, § 101 — Accrued depreciation — Observation method. 


9. The pure observational method of determining accrued depreciation is 
not infallible and is open to the strong criticism that it affords the observer, 
if he is so inclined, opportunities to shade his estimates in favor of his em- 
ployer, p. 205. 


Valuation, $§ 293 — Working capital — Time of payment as factor. 
10. An adequate allowance for working capital of a street railway com- 
pany was held to be one month’s average operating expenses, exclusive of 
depreciation and taxes, where substantially all service rendered was paid for 
when performed, p. 206. 


Valuation, § 54 — Reorganization purposes — Capitalizable value — Reproduction 
cost — Original cost. 
11. No consideration is given to depreciated reproduction cost in arriving 
at capitalizable value of property of a company in reorganization when such 
cost is higher than the highest possible depreciated original cost, p. 206. 


Security issues, § 106 — Interest — Fixed or contingent rate. 


12. Circumstances may make a partially contingent interest rate desirable 
in the case of a reorganization plan which must adjust complex claims to 
both present assets and future income, although, so far as the issuance of 
securities under ordinary circumstances is concerned, a fixed and contingent 
interest arrangement is unsatisfactory, p. 211. 

Valuation, § 51.1 — Reorganization basis — Capitalization of earnings — Rate. 
13. A 10 per cent rate for capitalizing net earnings was held not to be sup- 
ported by adequate evidence in a reorganization proceeding although ob- 
tained by a study of companies operating in comparable territory, where 
high and low market prices of each class of securities of each company 
for each year were used to obtain average market price (without weighting 
the average by the number of units traded in at each of many prices), 
where local conditions apart from earnings might have influenced market 
prices, where purchasers of securities of the other companies did not know 
the full earnings for the year when making purchases, and where such pur- 
chasers had the whole wide investment field to choose from, whereas recipi- 
ents of securities in reorganization would have no such choice and would be 
content that earnings be capitalized at a lower rate, p. 212. 


Security issues, $ 99 —Debt ratio — Income tax factor. 


14. A policy of issuing the greatest possible amount of bonds, although de- 
sirable from the standpoint of reducing income taxes, would be contrary 
to the public interest, for the company at times might have to divert to the 
payment of bond interest earnings that should go to provide adequate serv- 
ice, and the company would also be constantly faced with the threat of 
receivership or bankruptcy, p. 214. 


Security issues, § 120 — Mortgage bonds — Additional issues. 
15. A provision for issuance of a stated amount of first mortgage bonds 
without the consent of general mortgage bondholders was approved as part 
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of a reorganization plan, as it would afford the company a means of financ- 
ing needed plant extensions and additions and betterments which could not 
be financed through surplus earnings, through the depreciation reserve, or 


through the issuance of additional 


Procedure, § 13 — Scope of proceeding 
contracts. 


general mortgage bonds, p. 214. 
— Reorganization — Payments under 


16. The reasonableness of payments required by contracts which trustees 
of a company in reorganization proceedings have neither affirmed nor dis- 


affirmed is not subject to considera 
of a reorganization plan, p. 214. 
Corporations, § 22 — Reorganization — 
capture. 


tion in a proceeding to obtain approval 


Agreement as to management and re- 


17. Agreements between a municipality and trustees of a street railway 
system, giving the municipality a voice in the management of a reorganized 
company and providing for municipal recapture of the railway system, are 


not essential to a plan of reorganiza 


tion, p. 216. 


(BucHANAN, Commissioner, concurs in separate opinion.) 


[ November 


PLICATION for approval of 


A 


5, 1941.] 


revised plan of reorganization 


of street railway system; plan disapproved. For decision 


on earlier plan, see 38 PUR(NS) 434. 


¥ 


By the Commission: This applica- 
tion presents for our consideration a 
revised plan of reorganization for the 
Pittsburgh Railways System, we hav- 
ing disapproved the first plan (at A. 
59706) [38 PUR(NS) 434] as being 
neither fair nor in the public interest. 
The revised plan, pursuant to the pro- 
visions of Chap. X of the Federal 
Bankruptcy Laws, as amended, was 
filed in the district court of the Unit- 
ed States for the western district of 
Pennsylvania on July 1, 1941, and was 
by order of the court referred to us 
for our consideration, with directions 
that we should certify to the court, on 
or before October 1, 1941 (later ex- 
tended, at our request, to November 
15, 1941), our approval or disapprov- 
al of the plan as to the public interest 
therein and the fairness thereof. 

The revised plan was duly filed with 
us on July 2, 1941. Hearings on the 
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revised plan were held in Pittsburgh 
on September 3rd, 4th, 5th, 11th, 
12th, and 15th. Briefs were filed, for 
the most part, on September 22nd. 
Oral argument was waived by all par- 
ties. 

Protests, oral or written, against 
approval of the revised plan were filed 
by the Securities and Exchange Com- 
mission, the city of Pittsburgh, the 
county of Allegheny, the committee 
for municipal interests, four Pitts- 
burgh and six Philadelphia trust com- 
panies, H. K. Siebeneck ; and by James 
T. Heffran, Pittsburgh Steel Com- 
pany, American Window Glass Com- 
pany, Charleroi Chamber of Com- 
merce, Rotary Club of Charleroi, bor- 
ough of Stockdale, and the school dis- 
trict of the borough of Speers, all of 
Washington county, which filed a 
joint protest which will be hereinafter 
referred to as the Washington county 
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protest. Also, the committee for bond- 
holders of Southern Traction Com- 
pany (now Pittsburgh Railways Com- 
pany) filed an application praying that 
before we pass on the revised plan, we 
make an investigation into the fair- 
ness and reasonableness of certain con- 
tracts to which Pittsburgh Railways 
Company is a party. 

Appearances at the hearings were 
entered for all the protestants, except 
H. K. Siebeneck, who had entered an 
appearance at last year’s hearings on 
the first plan. Appearances were also 
entered for the city of McKeesport, 
Bethel township, the borough of 
Thornburg, Allied Boards of Trade, 
committee for bondholders of South- 
ern Traction Company, Philadelphia 
Company, Duquesne Light Company, 
Equitable Gas Company, Equitable 
Real Estate Company, Equitable Auto 
Company, Equitable Sales Company, 
Consolidated Traction Company, 
United Traction Company of Pitts- 
burgh, and Pittsburgh Railways Com- 
pany. 

Briefs or memoranda were filed by 
applicants and by the Securities and 
Exchange Commission, the city of 
Pittsburgh, the county of Allegheny, 
the committee for municipal interests, 
the committee for bondholders of 
Southern Traction Company, and H. 
K. Siebeneck. 

[1] Before proceeding to the con- 
sideration of the important provisions 
of the revised plan which affect the 
public interest, as we see it, we shall 
first dispose of Siebeneck’s protest and 
that part of the trust companies’ pro- 
tests which is akin to part of Siebe- 
neck’s. 


Siebeneck avers, in part, that it is 
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our duty to consider the fairness of 
the revised plan in all its aspects, in- 
cluding its impact on creditors and se- 
curity holders. The trust companies 
contend, in part, that we should deter- 
mine to what extent Philadelphia 
Company should participate in the 
benefits of the plan. The representa- 
tions and arguments of Siebeneck and 
the trust companies have not persuad- 
ed us to change our opinion (ex- 
pressed in our order on the first plan) 
that it is for the Federal courts, rather 
than for us, to determine the fairness 
and feasibility of the revised plan in 
respect of creditors and security hold- 
ers. 

[2] Siebeneck also contends that 
Pittsburgh Motor Coach Company 
should be excluded from the revised 
plan because its bus operations are 
conducted at a loss, and that its bus 
rights should be parceled out to local 
“little fellows.” In answer we need 
only say that we have from time to 
time found that it was necessary or 
proper in the public interest that the 
motor coach company, as subsidiary 
to Pittsburgh Railways Company, be 
given the right to operate bus service 
in substitution for abandoned street 
railway service, or as complementary 
to street railway service. We may add 
that far from being of the opinion 
that the reorganized company should 
confine itself to street railway service, 
leaving bus service to be performed by 
several or a number of independent 
operators, we think that the public in- 
terest would best be served by the re- 
organized company’s conducting all 
mass transportation service, both 
street railway and bus, in the Pitts- 
burgh urban district. 

We may now turn to the considera- 
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tion of the revised plan in so far as it 
affects the public interest. 

[3] The revised plan provides that 
Washington and Canonsburg Railway 
Company, Pittsburgh, Canonsburg 
and Washington Railway Company, 
and Mount Oliver Incline Railway 
Company and their properties be 
wholly excluded from the reorgani- 
zation, and that the leases and operat- 
ing agreements under which those 
properties are now operated by Pitts- 
burgh Railways Company be rejected. 
Pittsburgh Railways Company thus 
would terminate, immediately upon 
consummation of the reorganization, 
operation of the Mt. Oliver incline 
plane, and of the interurban street 
railway service between Pittsburgh 
and Washington (Pennsylvania), and 
of the local street railway service in 
Washington. 

The exclusion from the reorganiza- 
tion of those three companies and 
their properties meets with our ap- 
proval; indeed, the exclusion of the 
Pittsburgh-Washington and __ local 
Washington services was suggested in 
our order on the first plan. But we 
think that some arrangement should 
be made for the reorganized company 
to continue operating the Pittsburgh- 
Washington and local Washington 
railways, after the reorganization 
shall have become effective, until the 
owners of those railways shall have 
arranged to operate them themselves. 

In addition to the exclusion of the 
Pittsburgh-Washington, local Wash- 
ington, and Mt. Oliver incline proper- 
ties and services, the revised plan pro- 
vides for the ultimate abandonment of 
parts or all of the following street rail- 


way routes: [List of routes omit- 
ted. ] 
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Gas-bus service would be substituted 
for street railway service on all these 
routes, except on that part of the Char- 
leroi Interurban route lying south of 
Library, the entire Donora route, the 
Thirty-sixth street route, and that part 
of the Sewickley route from Fleming 
Park to Sewickley. 

The street railway facilities which 
are marked for abandonment would 
be removed by the reorganized com- 
pany at the time of abandonment, and 
restoration of highway paving, where 
necessary in the public interest, would 
be done at that time. The cost of such 
work is estimated at about $450,000, 
for which a reserve in that amount is 
provided in the revised plan. 

[4,5] The companies owning the 
facilities to be abandoned would be 
taken into the reorganization. But 
such facilities, except real estate, and 
the present and prospective revenues 
and expenses of the routes marked for 
absolute abandonment (not to be re- 
placed by busses) have not been in- 
cluded in the reorganizers’ computa- 
tions of the amount of securities that 
the reorganized company might issue. 
We have no objections to such a pro- 
gram, except that we are of the opin- 
ion, for reasons to be hereinafter stat- 
ed, that real estate which will not be 
used or useful after the abandonment 
of the facilities to which they are ap- 
purtenant, should not be included in 
the capitalization base. Also, the 
properties marked for abandonment 
should be taken into the plant accounts 
of the reorganized company, with ap- 
propriate offsetting reserves. 


[6] It is unnecessary for us to de- 
cide now whether the proposed aban- 
donments of street railway service, 
whether absolute or to be accompa- 
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nied by the substitution of bus service, 
would be in the public interest. As the 
revised plan states, it will be necessary 
for the new company to obtain our 
approval, at the appropriate time, of 
each street railway abandonment and 
of each bus substitution. The formu- 
lation of an abandonment and substi- 
tution program now was suggested in 
our order on the first plan because we 
felt that the capitalization of the new 
company should not be partly based on 
obsolete and obsolescent facilities and 
services. The Washington county 
protestants, whose protest is directed 
at the proposed abandonment of part 
of the Charleroi route, and other in- 
terested parties, thus will have ample 
time and opportunity, even after the 
reorganization shall have become ef- 
fective, to oppose any and all abandon- 
ments and substitutions. 


[7] The only other feature of the 
revised plan which we feel is affected 
with a public interest is the amounts 
and kinds of securities which the new 


company would issue. On this point 
we said in our order on the first plan, 
38 PUR(NS) 434, 440: 

“As a general thing, we favor orig- 
inal cost less a reasonably adequate de- 
duction for accrued depreciation as a 
base for the issuance of securities. In 
the case of a bankrupt, we should per- 
haps give more weight to depreciated 
reproduction cost if less than depre- 
ciated original cost. In no case, how- 
ever, should securities be issued in an 
amount greater than reasonably pro- 
spective earnings warrant; in other 
words, securities should not be issued 
unless there are reasonable prospects 
that interest or dividends thereon can 
be paid over the life of the securities, 
and adequate provision be made for 


the retirement of the securities, if in 
the nature of funded debt and if the 
prospects of the business are such as 
to indicate that a refunding operation 
would be improbable.” 

Counsel for the Securities and Ex. 
change Commission, however, contend 
that prospective net income available 
for the payment of interest and divi- 
dends, and that alone, should be the 
base for the capitalization of a reor- 
ganized company, regardless of the 
nature of its business. Counsel for the 
city of Pittsburgh, the county of Al- 
legheny, and the committee for mu- 
nicipal interests follows SEC’s lead. 

Counsel for the Securities and Ex- 
change Commission and for the mu- 
nicipalities rely on the decision of the 
Supreme Court of the United States 
in the matter of Consolidated Rock 
Products Co. v. DuBois, 312 US 510, 
85 L ed 982, 61 S Ct 675, 685, de- 
cided March 3, 1941, and appearing 
in the Supreme Court Reporter Ad- 
vance Sheets of March 15, 1941. 
Counsel for the Securities and Ex- 
change Commission in their brief 
quote as follows from that decision: 

“In the second place, there is the 
question of the method of valuation. 
From this record tt is apparent that 
little, if any, effort was made to value 
the whole enterprise by a capitalization 
of prospective earnings. The neces- 
sity for such an inquiry is emphasized 
by the poor earnings record of this 
enterprise in the past. Findings as to 
the earning capacity of an enterprise 
are essential to a determination of the 
feasibility as well as the fairness of a 
plan of reorganization. Whether or 
not the earnings may reasonably be 
expected to meet the interest and divi- 
dend requirements of the new secutt- 
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ties is a sine qua non to a determina- 
tion of the integrity and practicability 
of the new capital structure. It is also 
essential for satisfaction of the abso- 
lute priority rule of Case v. Los An- 
geles Lumber Products Co. (1939) 
308 US 106, 84 L ed 110, 60 S Ct 1. 
Unless meticulous regard for earning 
capacity be had, indefensible partici- 
pation of junior securities in plans of 
reorganization may result. 

“As Mr. Justice Holmes said in 
Galveston, H. & S. A. R. Co. v. Texas 
(1908) 210 US 217, 226, 52 L ed 
1031, 28 S Ct 638, 639, ‘the commer- 
cial value of property consists in the 
expectation of income from it.’ And 
see Cleveland, C., C. & St. L. R. Co. 
v. Backus (1894) 154 US 439, 445, 
38 L ed 1041, 14 S Ct 1122, 1124. 
Such criterion is the appropriate one 
here, since we are dealing with the 
isste of solvency arising in connec- 
tion with reorganization plans involv- 
ing productive properties. Jt is plain 
that valuations for other purposes are 
not relevant to or helpful in a deter- 
mination of that issue, except as they 
may indirectly bear on earning capac- 
ity. Temmer v. Denver Tramway Co. 
(1927) 18 F(2d) 226, 229; New 
York Trust Co. v. Continental & 
Commercial Trust & Sav. Bank 
(1928) 26 F(2d) 872, 874. The cri- 
terion of earning capacity is the essen- 
tial one if the enterprise is to be freed 
from the heavy hand of past errors, 
miscalculations, or disaster, and if the 
allocation of securities among the va- 
rious claimants is to be fair and equi- 
table. In Re Wickwire Spencer Steel 
Co. (1935) 12 F Supp 528, 533; 2 
Bonbright, Valuation of Property, pp. 
870-881, 884-893.” (Italics added 
by SEC.) 


We do not read the Rock Products 
Decision, supra, as enunciating a rule 
that prospective earning power is the 
sole criterion to apply in formulating 
capital structures for utilities in proc- 
ess of reorganization. The Rock 
Products Case involved an industrial 
company, whose charges and services 
are not affected with a public interest. 
The Supreme Court therefore did not 
have before it in the Rock Products 
Case a case arising under §§ 177 and 
178 of Chap. X of the Federal Bank- 
ruptcy Laws, from which state Com- 
missions having jurisdiction over debt- 
ors in bankruptcy derive their power 
to pass on the fairness of proposed 
plans of reorganization as they affect 
the public interest. 

The prospective-earning-power- 
alone criterion if applied to utilities 
might give rise to mischievous and 
vexatious situations. A utility is en- 
titled by law to a fair return, and no 
more, on the fair value of its proper- 
ties. A grossly overcapitalized utility 
undergoing reorganization might have 
present earnings sufficient, and only 
sufficient, for a fair return on the fair 
value of its properties, but its pro- 
spective earnings, if and when realized, 
might be substantially in excess of a 
fair return on the then fair value of its 
properties. If rates or fares were then 
reduced by the state Commission in 
conformance with the fair-return-on- 
fair-value rule, earnings would be in- 
sufficient for the payment in full of 
interest and dividends on securities 
which the Commission had approved. 
On the other hand, if rates or fares 
were not reduced, so as to enable in- 
terest and dividends to continue to be 
earned in full, the public would be de- 
prived of the reasonable rates or fares 


199 41 PUR(NS) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


to which it is entitled by law. A ceil- 
ing on reorganization securities—say 
depreciated original cost or depreciat- 
ed reproduction cost, whichever is low- 
er—would be a powerful deterrent to 
the arising of such a vexatious situa- 
tion, as such costs are elements of fair 
value. 

The revised plan provides for an au- 
thorized issue of $10,000,000 princi- 
pal amount of general mortgage bonds 
and 303,000 shares of no-par common 
stock. Bonds in the aggregate prin- 
cipal amount of approximately $9,- 
786,100 and approximately 298,076 
shares of common stock, of an aggre- 
gate stated value of $29,807,600 ($100 
a share), are proposed to be issued un- 
der the plan. The reorganized com- 
pany would also assume outstanding 
equipment obligations, bailment leases, 
and certain current liabilities of the 
trustees. 

All the general mortgage bonds 
would bear the same date, and would 
mature thirty years thereafter. They 
would bear a fixed rate of interest of 
3 per cent per annum and a contingent 
rate not exceeding 2 per cent per an- 
num, payable annually in any year 
when earned, or if not earned, when 
available from the interest reserve 
fund in the hands of the indenture 
trustee. Contingent interest would be 
noncumulative. Interest would be 
paid without deduction for any Penn- 
sylvania personal property taxes or 
Pennsylvania corporate loans taxes not 
in excess of five mills per annum in 
the aggregate. The bonds would be 
redeemable by the new company or by 
the trustees of the sinking fund, upon 
any interest-paying date prior to ma- 
turity, in whole or in part, at face 
amount and accrued interest. 
41 PUR(NS) 


Whether contingent interest had 
been earned would be determined by 
deducting from the gross revenues for 
the previous calendar year, operating 
and maintenance expenses, taxes, de- 
preciation, and fixed charges. 

A sinking fund would be provided 
substantially as follows: In any year 
when both fixed and contingent inter- 
est on the general mortgage bonds had 
been earned and paid in full, there 
would be paid to the indenture trus- 
tee, out of the remaining net earnings, 
the sum of $100,000, or so much 
thereof as remained of annual earn- 
ings after the payment of interest. 

An interest reserve fund would be 
provided substantially as follows: 
One-half of annual earnings in excess 
of $100,000, after operating and main- 
tenance expenses, taxes, depreciation, 
fixed charges, contingent interest, and 
the $100,000 sinking-fund payment, 
would be paid to the indenture trustee 
and be available for the payment of 
bond interest, both fixed and contin- 
gent, for any year when the full 
amount of fixed and contingent inter- 
est had not been earned. The interest 
fund would be accumulated until it 
equaled 5 per cent of the amount of 
bonds then outstanding, and would be 
maintained at 5 per cent of the amount 
of bonds outstanding from time to 
time. 

To provide for capital extensions, 
betterments, or improvements, bonds, 
or other evidences of indebtedness, in 
addition to and prior in lien to the 
general mortgage bonds, could be is- 
sued without the consent of general 
mortgage bondholders up to the prin- 
cipal amount of $5,000,000, and in a 
greater amount with the consent of 
66% per cent of the principal amount 
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of general mortgage bonds outstand- 


ing. 

‘Purchase-money mortgages and 
equipment obligations could be issued 
from time to time for the acquisition 
of property, and the lien thereof, as 
respects such property, would be pri- 
or to the lien of the general mortgage. 


A comparison of the foregoing fi- - 


nancial features of the revised plan 
with similar features of the first plan 
may now be made. 

The first plan provided for the issu- 
ance of $19,883,500 principal amount 
of general mortgage bonds; the re- 
vised plan provides for $9,786,100 
principal amount. The first plan pro- 
vided for the issuance of 263,153 
shares of common stock of a stated 
value of $26,315,300; the revised plan 
provides for 298,076 shares of a stat- 
ed value of $29,807,600. The first 
plan, therefore, provided for the issue 
of general mortgage bonds and com- 
mon stock of an aggregate principal 
amount and stated value of $46,198,- 
800, while the revised plan provides 
for an aggregate of $39,593,700. 

The revised plan, like the first one, 
provides for 3 per cent fixed and 2 
per cent noncumulative contingent in- 
terest on the general mortgage bonds. 

The first plan provided for a term 
of fifty years for the general mort- 
gage bonds, the revised plan provides 
for a term of thirty years, pursuant to 
our suggestion. 

Both plans include provisions for 
the accumulation from earnings of an 
interest reserve fund. The first plan 
provided that in any year when fixed 
and contingent interest had been paid 
in full, one-half of the remaining net 
income in excess of $100,000 should 
be paid into an interest reserve fund 


until the fund should reach, and be 
maintained at, 6 per cent of the amount 
of general mortgage bonds outstand- 
ing. The revised plan provides that 
after the payment of fixed and con- 
tingent interest and $100,000 into the 
sinking fund, one-half of annual net 
earnings in excess of $100,000 shall 
be paid into the interest reserve fund 
until that fund reaches, and is main- 
tained at, 5 per cent of the amount of 
general mortgage bonds outstanding. 
The important difference here is that 
appropriations to the sinking fund un- 
der the revised plan would come ahead 
of appropriations to the interest re- 
serve fund. 


There are also important differen- 
ces between the two plans in respect 
of their sinking-fund provisions. The 
first plan provided that in any year 
when fixed and contingent interest had 
been earned and paid in full and the 
interest reserve fund was 6 per cent 
of the amount of general mortgage 
bonds outstanding, one-half of net 
earnings in excess of $500,000, but 
not exceeding $250,000, should be 
paid into the sinking fund. Taking 
heed of our characterization of such 
a sinking fund as “shadowy,” the 
trustees have provided in the revised 
plan that in any year when both fixed 
and contingent interest on the general 
mortgage bonds has been earned and 
paid in full, there shall be paid to the 
indenture trustee, out of the remain- 
ing net earnings, the sum of $100,- 
000, or so much thereof as remains of 
annual earnings after the payment of 
interest. The improvement here is 
that appropriations to the sinking 
fund would begin immediately when 
fixed and contingent interest is earned 
in any year, and therefore would not 
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have to wait, as in the first plan, until staff, and was checked by Francis S, 
the interest reserve fund had reached MHaberly, consulting engineer, of Chi- 
6 per cent of the amount of general cago, who also determined the origi- 
mortgage bonds outstanding and an- nal cost less accrued depreciation. The 
nual earnings (after the payment of so-called original cost is in part an 
fixed and contingent interest and an historical cost estimate. The meth- 
appropriation to the interest fund) ods used in determining it need not be 
had exceeded $500,000. gone into here, as our engineers, who 

The provisions of both plans are made an independent original cost 
alike in respect of the issuance of first study, used substantially the same 
mortgage bonds, purchase-money methods, and arrived at substantially 
mortgages, and equipment obligations the same original cost new. 
in connection with future capital ad- The original cost, both new and de- 
ditions, extensions, betterments, and  preciated, including allowances for 
improvements. working capital and materials and 

The revised plan predicates the is- supplies, as determined by the trustees’ 
suance of $39,593,700 principal engineers, is summarized in lines 1- 
amount and stated value of general 10 of the table below, to which we 
mortgage bonds and common stock on _ have added item 11 and have deducted 
capitalizable assets as follows: items 12 and 14 to arrive at the capi- 
Street railway property, used or useful, including property of Mt. Washington 

Tunnel Co. and the street railway property of the Pittsburgh and Castle 

Shannon Railroad Co., but excluding properties to be excluded from the con- 


solidation and properties to be included in the consolidation but marked for 
eventual abandonment; original cost less accrued depreciation as at December 
40: 


‘ $39,375,439.00 

Incline plane properties, used or useful; one-half of original cost less accrued 
depreciation as at December 31, 1940 

Bus properties, used or useful; orignial cost less accrued deperciation as at 


December 31, 1940 561,367.00 


Capitalizable value of used or useful property exclusive of working capital and 
materials and supplies 40,226,475.50 
Appraised value of nonused land and buildings ...........+. BE CONC OT O CCL 1,012,948.56 


Capitalizable value of used or useful property (excluding working capital and 

materials and supplies) and of nonused land and buidlings 41,239,424.06 
Working capital and material and supplies: 

Railway working capital $1,027 ,000.00 

Railway materials and supplies 545, 

Incline plane working capital and materials and supplies—one-half 

of estimated requirements 3,030.99 
Bus working capital 


Bus materials and supplies 
1,620,330.99 


42,859,755.05 
2,564,944.57 


Total capitalizable assets F F 
Less principal amount of equipment obligations and bailment leases as at June 


’ 


Total capitalizable assets assignable to general mortgage bonds and common 
stock proposed to be issued in the aggregate amount of $39,593,700 $40,294,810.48 


The original cost of the System talizable value of assets available as 
properties was prepared by R. R. the basis for the issuance of general 
Parkman, an engineer on the trustees’ mortgage bonds and common stock, 
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according to the trustees’ concept of 
capitalizable assets. The resultant 
figure, $40,670,448.99, is somewhat 
larger than the trustees’ figure of $40,- 
294,810.48, as the trustees, for capi- 
talization purposes, made several 
downward adjustments to their engi- 
neers’ figures. 


1. Franchises 

. Railway property 

Incline property 

Bus property 
Subtotal 

General overheads 
Subtotal 

Working capital 

Materials and supplies 
Subtotal 


= S CON Am Ser 


— 


Subtotal 


—" 
DO 


— 
w 


. Capitalizable value 


_ 
+ 


ment leases as at June 1, 1941 


— 


and common stock 


As we have said, our engineers also 
made a study of the original cost new 
and original cost less accrued depre- 
ciation, but their studies were brought 
down only to December 31, 1939. 
The work, since February 1, 1939, was 
in charge of engineer George B. Tay- 
lor, who has been engaged in street 
railway work practically all his work- 
ing life. Following is a comparison 
of Mr. Taylor’s results with those of 
the engineers for the trustees, as of 
December 31, 1939: 


. Appraised value of unused land and buildings 


. Less property to be excluded from consolidation and other 
property marked for eventual abandonment 


. Less principal amount of equipment obligations and bail- 


5. Capitalizable value assignable to general mortgage bonds 


Notwithstanding that the trustees’ 
engineers classified as used 147 street 
cars which our engineer classified as 
nonused, and that our engineer found 
a substantially higher amount for gen- 
eral overheads than the trustees’ engi- 
neers found, the trustees’ engineers 
and our engineer are nearly in accord 


New Less Depreciation 


$100.00 $73.00 
56,892,301.35 41,218,504.00 
791,470.83 429,616.00 
863,071.71 553,579.00 


$58,546,943.89  $42,201,772.00 
4,614,498.55 3,749,686.00 
$63,161,442.44  $45,951,458.00 
1,110,500.00 1,110,500.00 
595,800.00 595,800.00 


$64,867,742.44  $47,657,758.00 
1,012,948.56 1,012,948.56 


$65,880,691.00  $48,670,706.56 


7,854,001.00 5,435,313.00 
58,026,690.00  43,235,393.56 


2,564,944.57 2,564,944.57 




















$55,461,745.43  $40,670,448.99 


on the original cost new of used prop- 
erty, including overheads (item 3). 
But they are far apart on the original 
cost less accrued depreciation (item 
4). 

Haberly for the trustees determined 
accrued depreciation by the observa- 
tion method. Taylor first determined 
annual depreciation by the straight- 
line method, then multiplied the an- 
nual depreciation by the age (in years) 
of the property, to get the accrued de- 
preciation. He determined the life of 


Trustees’ 


Engineers Taylor 


1. Original cost new of both used and nonused properties, exclusive 


of general overheads 


2. Original cost new of both used and nonused properties, including 


general overheads 


3. Original cost new of used properties alone, including general over- 


heads 


4. Original cost new less accrued depreciation of used properties 


alone, including general overheads 


5. Per cent of accrued depreciation .......... 


$58,658,121 
64,688,472 
61,229,726 61,512,068 


45,919,458 34,651,052 
25% 43.67% 


$58,582,136 
67,153,427 
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a property from a consideration of its 
age, its physical condition, and the 
“remaining use which past experience 
and present considerations indicated 
was the remaining useful life.” This 
method of judging remaining useful 
lives obviously introduced elements of 
observed depreciation and _ obsoles- 
cence depreciation into Taylor’s deter- 
mination of accrued depreciation. 

Taylor attacked the problem of 
street-car accrued depreciation in this 
way: From his experience in Phila- 
delphia, he observed that on an aver- 
age of everty thirteen or fourteen 
years, cars obsolesce to the point 
where they are no longer attractive to 
the public and consequently are there- 
after devoted only to meeting periods 
of peak traffic. Predicated upon a 13- 
year life, he then devised a retirement 
schedule under which 60 pre-PCC 
cars would, or should, be retired in 
each of the ten years 1940-1949 and 
the 101 PCC cars purchased in 1937 
would, or should, be retired in 1950. 
Having assumed a 13-year life for the 
PCC cars purchased in 1937, he also 
assumed a like life for the PCC cars 
purchased in 1938 and 1939. The 
PCC car is a high-speed car possess- 
ing, according to the evidence, the ut- 
most rider appeal, according to cur- 
rent standards. 

Taylor’s 13-year life, he testified, is 
reflected by the experience of Pitts- 
burgh Railways Company, as disclosed 
in an advertising folder of the com- 
pany illustrating the various types of 
cars used from 1859 to 1937. A simi- 
lar conclusion, he testified, is contained 
in an article in the September, 1936, 
issue of Transit Journal, in which 
Edward A. Roberts, consulting engi- 
neer, New York city, stated that his 
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studies indicated “a life of thirteen 
years for a car built in 1934”; al 
though Roberts, a witness here with 
respect to the prospective earnings of 
the Pittsburgh Railways System, tes- 
tified that his 13-year life for cars 
built in 1934 was suggested for in. 
come tax purposes only. 

Counsel for the trustees, by cross- 
examination and argument in their 
brief, attacked Taylor’s straight-line 
accrued depreciation. They argue that 
property does not depreciate in a 
straight line and, therefore, that ac- 
crued depreciation computed by the 
straight-line method does not ade- 
quately or properly reflect the actual 
physical condition of property at the 
time of appraisal. They cite several 
decisions of the Supreme Court of 
the United States and of our superior 
court emphasizing that observation 
and inspection of property are impor- 
tant in determining accrued deprecia- 
tion. 

On cross-examination Taylor 
agreed with the trustees’ counsel that 
several buildings which his computa- 
tions showed to be almost fully de- 
preciated still had some remaining 
useful life. He also agreed that it is 
possible that some pre-PCC cars 
which, under his car-retirement sched- 
ule, should have been retired in 1940 
and others which should be retired in 
1941, may still be in service. He also 
freely admitted, in respect of his as- 
sumed 13-year life for PCC cars, that 
he assumed a 13-year life without re- 
gard to the length of time that cars 
of any group had been in service; that 
he did not know of any company that 
accrues for the retirement of PCC 
cars on a 13-year life basis; and that 
he did not know of any company that 
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retired old-type cars when new cars 
came in. He testified, however, that 
his lives were the average lives for 
each class of property and not neces- 
sarily of any one isolated item. 

It must be emphasized that Taylor 
did compute accrued depreciation 
partly by observational methods. It 
appears that he determined by obser- 
vation and inspection, in respect of 
certain units and classes of property, 
the remaining useful life, which he 
added to the known (or approximate- 
ly known) age to get the total life. 
He then divided the original cost by 
the total life to get the annual depre- 
ciation, and he multiplied the annual 
depreciation by the age, in years, to 
get the accrued depreciation. 

Haberly for the trustees when de- 
termining accrued depreciation by the 
observational method appears to have 
used pure observation. After observ- 
ing and inspecting a property he de- 
cided, let us say, that it was in 75 per 
cent condition, from which it followed 
that the property had depreciated 25 
per cent and that the amount of ac- 
crued depreciation was 25 per cent of 
the original cost of the property. 

[8,9] Any estimate of the accrued 
depreciation of a complex property, 
regardless of by what method made 


and by whom made (provided that 
the estimator is competent and hon- 
est), necessarily will contain overesti- 
mates and underestimates. The best 
that can be hoped for is that the over- 
estimates and the underestimates will 
substantially offset each other. The 
pure observational method is not in- 
fallible, and is open to the strong criti- 
cism that it affords the observer, if he 
is so inclined, opportunities to shade 
his estimates in favor of his employ- 
er. Taylor’s accrued depreciation, in- 
cluding the factor of a 13-year life 
for PCC cars, is predicated upon the 
experience of a half-century and ap- 
pears to be a much more reliable guide 
than the observations of the moment 
as made by Haberly. Taylor estimates 
that the Pittsburgh Railways System 
properties, taken as a whole, have de- 
preciated about 43 per cent; Haberly 
estimates the depreciation at only 25 
per cent. We find it difficult to ac- 
cept the proposition that the proper- 
ties of the Pittsburgh Railways Sys- 
tem have depreciated only 25 per cent 
for capitalization purposes. 

Making appropriate adjustments to 
Taylor’s depreciated original cost as 
of December 31, 1939, we arrive at the 
following as one measure of capitali- 
zable assets : 


1. Original cost less accrued depreciation of used and useful System properties 


as at December 31, 1939, as determined by George B. Taylor 
. Add: Additions to properties made in 1940, per applicants’ evidence 


Subtotal 


Less: Depreciation for 1940, using Taylor’s estimate of annual depreciation .. 


$34,651,052 
2,707,045 


37,358,097 
1,975,208 


. Original cost less accrued depreciation of used and useful properties as at 


December 31, 1940 
. Deduct: 


35,382,889 


Original cost less accrued depreciation of properties to be excluded 


from the consolidation and of other properties marked for abandonment, per 


applicants’ evidence 


Subtotal 


dd: Appraised value of nonused land and buildings (see comment below) .. 


5,435,313 
29,947,576 
0 


. Working capital, one-twelfth of 1940 operating expenses, less taxes and de- 


Preciation, as adjusted to reorganized conditions in applicants’ Exhibit No. 20 
. Materials and supplies, per estimate of trustees’ engineers ........... Neeeueets 


205 


794,563 
595,800 
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10. Capitalizable value of System properties 


31,337,939 


11. Less principal amount of equipment obligations and bailment leases as at June 
1 


’ 


12. Capitalizable value assignable to general mortgage bonds and common stock 


(subject to the following comments) 
Items 6, 7, and 8 need explanation. 
As for item 6, Taylor did not make 

a separate estimate of the depreciated 
original cost of properties to be ex- 
cluded from the consolidation and of 
other properties marked for abandon- 
ment, because at the time that he made 
his original cost and accrued depre- 
ciation studies the trustees had made 
no plans for such exclusions and 
abandonments. We have therefore 
used the estimate of the trustees’ engi- 
neers. If the accrued depreciation for 
such properties were computed along 
Taylor lines, then the accrued depre- 
ciation would be substantially greater 
than the accrued depreciation comput- 
ed by the trustees’ engineers, and item 
6 would be as much lower, probably 
in the neighborhood of $1,000,000 
lower. 

With respect to item 7, nonused 
land and buildings, although perhaps 
properly includible in any computa- 
tions that the trustees may make in 
respect of the distribution of securi- 
ties, have no place in a permanent cap- 
italization base, as they concededly are 
neither used nor useful and have been 
marked for liquidation. 

[10] C. F. Ligo, staff analyst for 
the trustees, estimated necessary work- 
ing capital at $1,110,500. As sub- 
stantially all service rendered by the 
company is paid for when performed, 
we think that an adequate allowance 
for working capital would be one 
month’s average operating expenses, 
exclusive of depreciation and taxes. 
For reasons which will appear later 
herein, in computing the allowance 
41 PUR(NS) 


$28,772,995 
for working capital we have used the 
1940 operating expenses as adjusted 
to reorganized conditions. 

[11] After giving consideration to 
our comments concerning item 6, we 
should say that the capitalizable value 
of the assets of the Pittsburgh Rail- 
ways System available as a base for 
the issuance of general mortgage 
bonds and common stock, is in the 
neighborhood of $30,000,000. In ar- 
riving at this capitalizable value we 
gave no consideration to the depre- 
ciated reproduction cost as estimated 
for the trustees, as such cost is high- 
er than the highest possible depreciat- 
ed original cost. 

We come now to the question 
whether the long-term reasonably 
prospective earnings of the System 
will be adequate for the payment of 
interest and dividends on securities 
having a combined principal amount 
and stated value not in excess of $30,- 
000,000. 

The trustees concede that the pas- 
senger revenues for the years 1923- 
1929 are not a fair measure of the 
prospective earnings of the reorgan- 
ized company, and they believe that 
the revenues for the so-called depres- 
sion years 1930-1939 are not a fair 
measure, either. They produced four 
witnesses who had estimated the im- 
mediately prospective and the reason- 
ably prospective passenger revenues of 
the Pittsburgh Railways System. 

Ligo, after allowing for the pro- 
posed exclusions and abandonments, 
estimated immediately prospective an- 
nual passenger revenues (including 
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bus revenues) at $14,384,683 and rea- 
sonably prospective passenger revenue 
at $16,351,387, to be attained within 
a few years, possibly as early as 1942. 
Thomas Fitzgerald, operating trus- 
tee, who has had life-long experience 
in mass transportation, estimated that 
the average annual passenger reve- 
nues, under reasonably sustained 
levels of industrial activity, would be 
between $16,000,000 and $17,000,- 
000, based on the railway system as it 
exists today, and between $15,000,- 
000 and $16,000,000 based on the 
proposed contracted railway system. 
Fitzgerald based his estimate on his 
long experience in the street railway 
business and on the data and studies 
prepared by Ligo, in which he collabo- 
rated. 
Edward A. Roberts, a consulting 
engineer who specializes in mass 


transportation matters, estimated that 


revenues would increase $1,000,000 
a year over the 1939 revenues, until a 
level of about $16,000,000 was 
reached in 1944, and that the revenues 
for the intervening years and for the 
years subsequent to 1944 would aver- 
age $15,000,000 annually. His esti- 
mates should be reduced by about 
$500,000 to give effect to the proposed 
exclusions and abandonments of rail- 
way property. 

William T. Rossell, operating head 
of the St. Louis transportation sys- 
tem, estimated that for average times 
the gross passenger revenues would be 
$15,500,000 a year. He based his es- 
timate on data ‘and studies prepared 
by the trustees’ research department 
and on his general knowledge of the 
Pittsburgh Railways System, he at 
one time having been general mana- 
ger of Pittsburgh Railways Company. 
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His estimate, also, should be reduced 
by an appropriate amount to give ef- 
fect to the proposed exclusions and 
abandonments of railway property, 
but he did not suggest the amount 
that should be deducted. 

All four witnesses testified that in 
preparing their estimates they gave 
consideration to variations in popula- 
tion, attractiveness of service, business 
activity in the Pittsburgh district, and 
competition. But not one witness had 
numerically evaluated, or could numer- 
ically evaluate, any of these four fac- 
tors. Furthermore, Ligo admitted 
that there was no direct relation be- 
tween the curves of passenger reve- 
nues and the curves of total industrial 
production, etc., in his charts. None 
of the four witnesses gave weight to 
the European war and National De- 
fense Program impetus to business ac- 
tivity in forecasting reasonably pro- 
spective earnings. 

Roberts, it will be remembered, 
wrote in the Transit Journal that his 
studies of car lives indicated “a life 
of thirteen years for a car built in 
1934,” and testified here that a “rule” 
for a 25-year life for PCC cars seems 
to be “developing.” His 13-year life 
for 1934 cars was suggested for in- 
come tax purposes; his 25-year life 
for PCC cars was suggested here, in 
a reorganization case. No reliance 
can be placed on the revenue estimates 
of a man who estimates, or suggests, 
long or short car lives, as best suits 
the purpose of the parties for whom 
he is doing the estimating. 

Ligo is an expert compiler and ana- 
lyst of street railway operating data. 
Fitzgerald and Rossell are men of 
long experience and, presumably, of 
mature judgment in street railway 
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matters. The combination of an ex- 
perienced executive, like Fitzgerald or 
Rossell, interpreting the data prepared 
by an expert compiler-analyst like 
Ligo, is perhaps the best possible 
combination for making the short- 
term forecasts required to be made in 
the every-day operation of a street 
railway system. But we are of opin- 
ion that no such combination—indeed, 
no one man or combination of men— 
is competent to make a long-term fore- 
cast of mass transportation revenues, 
particularly in view of the abnormal 
economic conditions created by the 
Iuropean war and our National De- 
fense Program. Any such forecast is 
no better than a guess, made with 
partial information. 

Since we are unable to read the long- 
term future, the only prudent thing to 
do is to be guided by the recent past 


and hope that the long-term future will 
be at least as favorable. 

The operating revenue and the in- 
come available for bond interest and 
dividends for the years 1924 to 1940, 
both inclusive, were as follows: 


Income Available 
Operating for Bond Interest 
Revenue and Dividends 
$22,063,777 $3,828,968 
21,903,903 4,029,066 
22,028,752 3,929,823 
21,849,112 3,970,889 
21,304,677 3,916,542 
21,145,080 
19,773,207 
16,973,184 
13,166,913 
11,668,867 
12,248,997 
12,139,184 
13,354,290 
14,044,940 
12,718,303 


12,678,930 
13,221,767 


No comparable 
amount in evidence 

(261,377) * 

(379,420) * 


* Deficit. 
Ligo prepared tabulations (1) mak- 
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ing certain adjustments to the 1939 
and 1940 actual operating results (2) 
estimating the operating results for 
1941, and (3) estimating “immedi- 
ately prospective” and “reasonably 
prospective” operating results. The 
net income, as adjusted, available for 
the payment of bond interest and divi- 
dends on stock is as follows on each 
basis : 

1939 adjusted 
1940 adjusted 
1941 estimate 1,058,987 


Immediately prospective results .... 1,280,872 
Reasonably prospective results ..... 2,108,121 


Ligo adjusted the 1939 and 1940 
operating expenses to eliminate what 
he considers were nonrecurring ab- 
normal expenses; to reflect the exclu- 
sions and abandonments of railway 
operations and the enlargement of bus 
operations proposed in the revised 
plan; to eliminate extraordinary ex- 
penses incident to the reorganization; 
to reflect the reduced taxes that the 
reorganized company will pay by rea- 
son of the reorganization; and to re- 
duce the annual accrual for deprecia- 
tion to the amount estimated by Ha- 
berly. He thus translated the 1939 
deficit of $261,377 (before bond in- 
terest) to a surplus of $624,126, and 
the 1940 deficit of $379,420 to a sur- 
plus of $759,958. The major 1940 
adjustments were roughly as follows: 
[See tabulation on page 209. ] 

In estimating immediately prospec- 
tive and reasonably prospective results, 
Ligo took into account the increase in 
operating expenses and taxes which 
necessarily would accompany _ the 
hoped-for increase in the company’s 
business. But he did not take into ac- 
count possible increases in operating 
costs, such as in the prices of mate- 
rials and in tax rates, increases in 


$624,126 
759,958 
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Reduction of annual railway depre- 
ciation r 

Reduction of maintenance and op- 
erating expenses to eliminate al- 
leged extraordinary, nonrecur- 
sing expenses caused by alleged 
extremely adverse weather con- 
ditions pone, 

Elimination of reorganization ex- 
penses 

Reduction of income taxes, due to 
reorganized conditions 

Estimated net saving through pro- 
posed exclusion of certain street 
railway and incline service and 
abandonment of certain other 
railway service and the partial 
substitution of bus service there- 


$550,000 


200,000 
150,000 
163,000 


$1,153,000 


which have already been provided for 
by the recently enacted revenue act. 
The National Defense Program in- 
fluenced his immediately prospective 
estimates, but not his reasonably pro- 
spective estimates. 

In adjusting the 1939 and 1940 op- 
erating results, Ligo, as we have said, 
used Haberly’s estimate of annual 
street railway depreciation. He also 
used that estimate in forecasting im- 
mediately prospective and reasonably 
prospective operating results. 

Haberly first estimated, by the 
straight-line method, the annual de- 
preciation of used or useful property 
in the entire Pittsburgh Railways Sys- 
tem as it exists today, exclusive of 
Pittsburgh Motor Coach Company’s 
property. He arrived at a figure of 
$1,915,688. From this he deducted 
(a) $218,610 to reflect exclusions and 
abandonments of property proposed 
in the revised plan of reorganization, 
(b) $100,488 in recognition of the 
practice of the company of charging 
certain renewals and _ replacements, 
when made, to maintenance accounts, 
and (c) $76,094 to give effect to the 
increasing use of PCC cars, which re- 
[14] 
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quire lighter and less expensive track 
structure than that now in place. He 
thus reduced his annual depreciation 
to $1,520,496, which he rounded up 
to $1,525,000. 

A. H. Leschke, superintendent of 
maintenance and construction, esti- 
mated average annual requirements 
for railway renewals and replacements 
at $1,511,800, of which $42,000 
would be obtained from sales of scrap. 
His is a pure renewals-and-replace- 
ments estimate, based on present-day 
costs of labor and materials. He is 
of the opinion, from his past expe- 
rience, that more efficient work meth- 
ods will offset any increases in labor 
and material costs that may be en- 
countered. Although his figure of 
$1,511,800 is substantially the same 
as Haberly’s annual depreciation fig- 
ure of $1,525,000, he had no knowl- 
edge, he testified, of Haberly’s figure 
when he made his estimate. 

Fitzgerald, who collaborated in the 
preparation of Leschke’s renewals- 
and-replacements estimate, is of the 
opinion that $1,525,000 is an adequate 
average annual figure for renewals 
and replacements. He bases his judg- 
ment in large part on recently im- 
proved construction methods and ma- 
terials and on the increasing use of 
PCC cars, which, because of their 
light weight and low unsprung weight, 
are much less destructive to track 
structure than the earlier type cars. 

Fitzgerald and Leschke testified 
that the amount of renewals and re- 
placements made in the past is not a 
reliable guide to those to be made in 
the future. Fitzgerald stated that the 
railway system has been gradually con- 
tracting since 1923; that the revised 
plan provides for further contrac- 
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tions ; that improved methods of work 
and improved materials and the in- 
creasing use of PCC cars, which re- 
quire lighter track structure than the 
earlier type cars require, will reduce 
the cost of renewals and replacements ; 
that past construction charges, mainly 
replacement costs, include nonrecur- 
rent items; and that modern mainte- 
nance methods prolong the life of 
property and hence reduce the frequen- 
cy of renewals and replacements. 

In response to the request of our 
counsel, Ligo submitted a statement 
summarizing railway construction 
charges for the 17-year period 1924— 
1940. His statement shows that the 
average annual expenditure for the 
seventeen years 1924-1940 was $2,- 
056,825, and for the ten years 1931- 
1940 was $1,349,641.13. 

Counsel for the trustees in their 
brief contend that the 17-year aver- 
age of $2,056,825 should be reduced 
as follows: 


Total construction charges 1924-1940 


Adjusting the actual construction 
charges in the ten years 1931-1949 
and in the five years 1936-1940 in the 
same way, counsel for the trustees ar- 
rive at $1,445,966 and $1,428,980 as 
the annual requirement for future re- 
newals and replacements, based (ex- 
cept with respect to cars) on the ex- 
perience of those respective periods, 

Our engineer Taylor estimated an- 
nnal railway depreciation at $1,867,- 
692, based on used or useful railway 
property as at December 31, 1939, 
His estimate compares with Haberly’s 
1940 estimate of $1,915,688 based on 
presently used or useful railway prop- 
erty. If we adjust Taylor’s estimate 
downward in the same way that Ha- 
berly adjusted his estimate downward, 
using Haberly’s adjustment figures, 
we arrive at $1,472,500 as an adjust- 
ed Taylor figure comparable to Ha- 
berly’s adjusted figure of $1,525,000. 

We conclude from the evidence that 
an allowance of $1,525,000 for an- 


$34,966,034 


Add estimated cost of paving done at the expense of certain municipalities during 
the term of the Traction Conference Board Agreement, February 1, 1934, to 


February 1, 1936 


Subtotal 
Deduct : 


$37,866,034 


Nonrecurring charges (a) because of nature of property involved, 
(b) applying to property now abandoned, and (c) not representing 


cash expenditures 


$6,120,522 


Charges applying to routes which the revised plan proposes to exclude 


or abandon oes 
Salvage credited to Depreciation Reserve 


Total deductions 
Adjusted total construction charges 


Annual average 
Less annual average cost of new cars 


2,233,484 
1,144,591 


9,498,597 
$28,367,437 


$1,668,672 
610,391 


$1,058,281 
667,500 


Annual requirement for future renewals and replacements based (except in respect 


of cars) on past experience 
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nual railway depreciation or annual 
renewals and replacements is adequate. 

As for annual bus depreciation, 
Taylor estimates it at $107,516 and 
Ligo estimates it at $105,809. Tay- 
lor’s estimate, in contrast to Ligo’s, 
makes no allowance for increased bus 
operations in partial substitution for 
railway operations proposed to be 
abandoned. If Taylor had made such 
allowance his estimate would, of 
course, have been higher. For our 
present purposes, however, we con- 
sider the discordance between Tay- 
lor’s and Ligo’s estimates as not se- 
rious. Ligo estimated annual bus de- 
preciation on rates supplied to him by 
the superintendent of equipment of 
Pittsburgh Motor Coach Company, 
those rates actually being used by the 
motor coach company in accruing de- 
preciation on busses. 

There is no adverse evidence on the 
other adjustments made by Ligo to the 
1940 actual operating results. 

We have now to form a judgment, 
from the evidence, of the reasonably 
prospective earnings of the Pittsburgh 
Railways System available for the 
payment of interest on bonds and divi- 
dends on stock to be issued. 

The estimates made by the trus- 
tees’ witnesses of reasonably prospec- 
tive revenues, expenses, and net in- 
come available for interest and divi- 
dends are for the most part based on 
guesses, or hopes, as to future eco- 
nomic conditions. Considering that 
street railway transportation is in the 
process of contraction, and taking in- 
to consideration the heavy impact of 
the European war and our National 
Defense Program on our national 
economy, with all the attendant eco- 
nomic strain which such a program 
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necessarily creates, we feel that no 
man and no set of men, however able 
—and the trustees’ witnesses, for the 
most part, undoubtedly are able men 
—can predict what average economic 
conditions will be over the remaining 
life of the Pittsburgh Railways Sys- 
tem. We must therefore look to the 
past for guidance as to the future. 

The boom 20’s and the depression 
30’s admittedly are not proper cri- 
teria for judging the future. The 
year 1940 experienced a business re- 
vival, due in part, it is true, to the 
European War and the National De- 
fense Program. It is to be expected, 
if present world conditions continue 
for several years, that railway reve- 
nues will exceed the 1940 level; but it 
is also to be expected that railway ex- 
penses will increase over the 1940 lev- 
els. The best that we can hope for is 
that railway revenues and expenses, 
while fluctuating above and below the 
1940 levels over an extended period of 
time, will average the 1940 levels. 

We shall, then, use as our standard, 
for our present purposes, the 1940 op- 
erating results as adjusted by Ligo, 
without necessarily committing our- 
selves as to the reasonableness of all 
his adjustments, particularly his ad- 
justments for adverse weather condi- 
tions and for the exclusion and aban- 
donment of railway operations and the 
partial substitution therefor of bus 
service. 

[12] The adjusted 1940 operating 
results show $759,958, roughly $760,- 
000, available for distribution to, or 
for the benefit of, security holders. 
Under the terms of the reorganization 
plan, an income of that amount would 
be distributed as follows: 
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Fixed interest on $9,786,100 of bonds 
at 3% 

Contingent interest on the same bonds 
at 2% 

Sinking fund 

Surplus, or dividends on stock (about 
34¢ per share) 

Interest reserve fund, until $489,305 
is accumulated; thereafter to sur- 


plus or dividends 70,695 


$760,000 


Fixed interest on the bonds would 
be earned about 2.6 times, and all in- 
terest would be earned somewhat over 
1.5 times. 

In our order in the first plan of re- 
organization, we took the position that 
a fixed-and-contingent interest ar- 
rangement is unsatisfactory. We hold 
to that opinion so far as the issuance 
of securities under ordinary circum- 
stances is concerned, but we now rec- 
ognize that the distribution of secu- 
rities in a reorganization plan must 
be such as to adjust complex claims 
to both present assets and future in- 
come, and that there are circumstan- 
ces in which a partially contingent in- 
terest rate is desirable. We think the 
present case represents one of those 
circumstances. 

Following our criticism of the first 
plan, petitioners have reduced the par 
value of bonds to be issued from near- 
ly twenty million to nearly ten mil- 
lion dollars, or to about 33 per cent of 
our finding as to capitalizable assets. 
Moreover, by setting the fixed inter- 
est rate at 3 per cent, petitioners have 
created a reasonable margin against 
defaults. A factor of safety having 
been established which is all that can 
be reasonably demanded, it is entirely 
up to the trustees and the security 
holders for whom they act to decide 
how any additional income shall be 
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distributed. We are satisfied with the 
proposed bond issue. 


Since the 298,076 shares of stock 
represent merely the distribution of 
the equity remaining after provision 
for bonds, we find their issuance ac- 
ceptable. However, it is apparent that 
our finding of $30,000,000 for capi- 
talizable assets is inadequate to sup- 
port both the bond issue and these 
shares of stock, if, as planned, they 
are assigned a stated value of $100 
each. We find that the stated value 
of the stock will be as follows (sub- 
ject to adjustment for changes since 


December 31, 1940): 


Capitalizable assets 
Proposed bonds 


$30,000,000 
9,786,100 


$20,213,900 


Stated value of stock 


This results in a stated value per 
share of about $68. 

[13] Counsel for the Securities and 
Exchange Commission contend that 
not more than $10,000,000 of securi- 
ties should be issued, of which not 
more than half should be bonds. They 
arrived at $10,000,000 by capitalizing 
at 10 per cent the approximate net 
earnings for 1940, as adjusted by 
Ligo, available for the payment of 
income taxes, interest on equipment 
obligations and bonds, and dividends 
on stock. And they arrived at 10 per 
cent as the capitalization rate from 
their Exhibit No. 1, which was placed 
in evidence at the hearings on the first 
plan. 

Their Exhibit No. 1 was prepared 
and presented by C. N. Frees, a finan- 
cial analyst in the reorganization divi- 
sion of the Securities and Exchange 
Commission. Frees did not qualify as 
an expert, but merely as a compiler of 
statistical data. 
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Frees selected six street railway sys- 
tems for study, the six being Cleve- 
land Railway Company, Baltimore 
Transit Company, Twin City Rapid 
Transit Company (Minneapolis and 
St. Paul), International Railway Com- 
pany (Buffalo), Capital Transit Com- 
pany (Washington, D. C.), and Cin- 
cinnati Street Railway Company. He 
selected these six companies because 


1935 


Baltimore 
Minneapolis-St. Paul 
Buffalo 

Washington 
Cincinnati 


they serve territories approximately 
comparable in respect of population to 
the Pittsburgh territory. He excluded 
from his study, for various reasons 
which appear to be legitimate, other 
railway systems of comparable size. 


He obtained from Moody’s Public 
Utility Manuals the earnings, before 
bond interest, of each company for 
each of the years 1935-1939. He al- 
so obtained from Moody’s Manuals, 
or from Fitch’s Investor Service, the 
high and the low market prices of 
each class of securities of each com- 
pany for each year. He assumed the 
average market price to be the mean 
of the high and the low prices; that is, 
he divided the sum of the high and 
the low prices by two and called the 
quotient the average market price. In 
the case of stock he multiplied the to- 
tal number of shares outstanding by 
the average market price per share to 
get the total market value of the stock. 
For example, if the high was 5 and 
the low was 3, then the average 
(mean) market price was 4, and the 
total market value of the stock, as- 
suming 1,000,000 shares outstanding, 
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was $4,000,000. He proceeded along 
the same lines in the case of bonds. He 
then found the sum of the market val- 
ues of the company’s several classes 
of securities, and divided the sum into 
the net earnings before interest charg- 
es to get the “Capitalization Rate Ac- 
corded by Market to Enterprise.” In 
this way he determined the following 
capitalization rates: 


1937 


10.21% 
7.84% 
7.44% 
4.76% 
5.18% 
7.35% 


1936 


9.54% 
8.17% 
7.94% 
7.03% 
5.04% 
8.32% 


1938 
5.74% 
11.04% 
8.59% 


6.52% 
9.68% 


1939 


10.43% 
10.83% 
10.03% 


7.54% 
9.76% 

From a study of these rates, and 
giving consideration to the “risk and 
uncertainty” to which the Pittsburgh 
Railway System “will be subject,” 
counsel for the Securities and Ex- 
change Commission is of opinion 
“that the appropriate rate of capitali- 
zation of indicated prospective earn- 
ings, before interest and income tax, 
is in the neighborhood of 10 per cent.” 

With respect to his relating the 
earnings of a year to the market val- 
ue of securities as computed by him 
for the year, Frees admitted on cross- 
examination that purchasers of secu- 
rities did not know the full earnings 
for the year when they made their 
purchases; that purchasers also give 
consideration to past and prospective 
earnings; that it was possible that a 
“low” market price might have been 
established by a small distress sale; 
and that local conditions, apart from 
earnings, might have influenced mar- 
ket prices, such as, for example, the 
expiration of the franchises of Cleve- 
land Railway Company. His exhibit 
is also open to the criticism that in 
determining the average market price 
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of a security he used the mean of the 
high and the low prices and thus did 
not weight his average by the number 
of units traded in at each of many 
prices. We might add that the pur- 
chasers of the securities of the six 
railway companies had the whole wide 
investment field to choose from, and 
therefore were in a position to demand 
attractive prices equivalent to relative- 
ly high rates of capitalization of earn- 
ings; whereas the recipients of the se- 
curities of a reorganized company, 
having no choice of securities and be- 
ing desirous of having a feasible plan 
of reorganization worked out, are con- 
tent that earnings be capitalized at a 
lower rate. 

We conclude that SEC’s suggested 
10 per cent rate of capitalization is not 
supported by adequate evidence. 

[14, 15] With respect to the bonds 
proposed to be issued, four Pitts- 
burgh and six Philadelphia trust com- 
panies aver that the fair value of the 
assets and the prospective earnings of 
the reorganized company justify a 
much larger gross amount of bonds, 
particularly “since interest on bonds 
would be an expense deductible against 
income by the new company for tax- 
es, while earnings for dividends on 
stock of the new company would in- 
volve large additional income tax to 
the new company, and so decrease 
money available for payment to hold- 
ers of the proposed securities of the 
new company. .’ They also ob+ 
ject to the proposal to give the man- 
agement authority to issue up to $5,- 
000,000 of first mortgage bonds with- 
out the consent of general mortgage 
bondholders. They further object to 
the proposal to make the first mort- 
gage an open-end one. 
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However desirable the issuance of 
the greatest possible amount of bonds 
might be from the standpoint of re- 
ducing income taxes, such a policy 
clearly would be contrary to the pub- 
lic interest, for the company at times 
might have to divert to the payment 
of bond interest earnings that should 
go to provide adequate service; and 
the company would also be constantly 
faced with the threat of another re- 
ceivership or bankruptcy. As for the 
first mortgage bonds provided for in 
both the first and the revised reor- 
ganization plans, we have changed our 
mind in respect thereof, and now 
think that the provision is a wise one 
in the public interest, as it will afford 
the company a means of financing 
such future plant extensions, addi- 
tions, and betterments as may be need- 
ed which could not be financed through 
surplus earnings, through the depre- 
ciation reserve, or through the issu- 
ance of additional general mortgage 
bonds. With respect to the open-end 
feature of the proposed first mortgage, 
the trust companies evidently have 
overlooked that part of the revised 
plan which provides that first mort- 
gage bonds in excess of $5,000,000 
could be issued only with the consent 
of the holders of 66% per cent of the 
principal amount of general mortgage 
bonds outstanding. 

[16] The committee for bondhold- 
ers of Southern Traction Company 
filed an application asking us to inves- 
tigate the reasonableness of the pay- 
ments required to be made by Pitts- 
burgh Railways Company under cer- 
tain contracts which the trustees have 
neither affirmed nor _ disaffirmed. 
Counsel for the committee state that 
“Any reduction in the payments un- 
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der those contracts will increase the 
amount of money available to operate 
the system and to pay interest or divi- 
dends on the new securities.” The 
principal contracts provide for the 
leasing of office space by Pittsburgh 
Railways Company from Duquesne 
Light Company and Equitable Real 
Estate Company, the purchase of elec- 
tric power by Pittsburgh Railways 
Company from Duquesne Light Com- 
pany, the leasing of certain substation 
and transmission facilities by Pitts- 
burgh Railways Company from Du- 
quesne Light Company, and the pay- 
ment by Pittsburgh Railways Com- 
pany to Duquesne Light Company of 
an annual service charge for maintain- 
ing the substations. 


The foregoing are matters which 
are subject to our consideration under 
the Public Utility Law, but not in this 
proceeding. Moreover, we think that 


such an investigation would unduly 
delay the reorganization. We there- 
fore have informed the committee that 
its application cannot be entertained 
at this time. 

Pursuant to the suggestion in our 
order on the first plan, the trustees and 
representatives of various municipali- 
ties have reached understandings with 
respect to the periodic payments to be 
made by the reorganized company to 
the municipalities. In the case of the 
county of Allegheny, the understand- 
ing was had with the county commis- 
sioners and members of their legal de- 
partment. The understanding with 
the city of Pittsburgh was had with 
the city solicitor. The understanding 
with the other municipalities was had 
with counsel for the committee for 
municipal interests. The understand- 
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ings are subject to official acceptance 
by the respective municipalities. 

A payment of approximately $32,- 
500 annually is proposed to be made to 
the city of Pittsburgh, during a peri- 
od of not less than ten years, in lieu 
of all pole, car and wire charges, gross 
receipts taxes, charges for street clean- 
ing and snow removal, and all similar 
charges, except for the occupation of 
bridges by railway facilities. This 
amount is based on $130 per mile for 
approximately 250 single-track miles 
of paved track, and is subject to ad- 
justment at the same rate for increases 
or decreases in track mileage. A pay- 
ment of approximately $14,000 annu- 
ally, also during a period of not less 
than ten years, would be made to the 
city for the occupation of bridges (ex- 
cept the Smithfield street bridge) by 
railway facilities, and would be sub- 
ject to appropriate adjustment as the 
number of bridges used increases or 
decreases. A further payment of 
$32,000 annually would be made to 
the city for the use of the Smithfield 
street bridge, during the remainder of 
the 50-year term of an agreement dat- 
ed June 1, 1911, regulating the use of 
the bridge. Total annual payments to 
the city would thus approximate $78,- 
500. The reorganized company would 
also be responsible for the pavement 
in track areas, in accordance with the 
obligation now prevailing. 

A similar arrangement for payment 
for the occupation of streets and high- 
ways in other municipalities has been 
worked out with counsel for the com- 
mittee for municipal interests. Pay- 
ments to the municipalities would ag- 
gregate about $12,000 annually. 

A payment of about $50,000 annu- 
ally, during a period of not less than 
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ten years, would be made to the coun- 
ty of Allegheny for the occupation of 
county-owned bridges by railway fa- 
cilities, except the Homestead high 
level bridge. This amount would be 
appropriately adjusted as the number 
of bridges used increases or decreases. 
A payment of $16,000 annually would 
also be made for the use of the Home- 
stead high level bridge, as provided 
by an agreement dated October 2, 
1935, regulating the use of the bridge, 
the term of the agreement being for 
the life of the bridge. Total annual 
payments to the county would thus be 
about $66,000. 

Total annual payments to all mu- 
nicipalities for the use of streets, high- 
ways, and bridges would approximate 
$156,500. 

No payments have been made by the 
trustees to the various municipalities 
on account of charges of the charac- 
ter described, but the trustees propose 
applying to the court for authority to 
make payments to the municipalities, 
on the bases tentatively agreed upon, 
for the entire period of trusteeship, 
dating back to May 10, 1938. 

[17] The trustees restate their wil- 
lingness to recommend the adoption 
by the reorganized company of an 
agreement which would give the city 
of Pittsburgh, the county of Alle- 
gheny, and other municipalities a 
voice in the management of the com- 
pany and which would provide for mu- 
nicipal recapture of the railway sys- 
tem. If such an agreement is reached 
the trustees will file it as an amend- 
ment to the revised plan before the 
plan is submitted for the acceptance of 
the interested parties. As the trustees 
state, the agreement would require our 
approval before it could become effec- 
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tive. As we stated in our order on 
the first plan, we think that such an 
agreement is not essential to a plan of 
reorganization. 

The revised plan, which is a sub- 
stantial improvement over the first 
one, bespeaks a sincere effort, in try- 
ing circumstances, by the trustees to 
formulate a fair and feasible plan. 

The matters and things involved in 
the revised plan of reorganization hay- 
ing been duly presented and _ heard, 
and full consideration thereof having 
been given, we find and determine that 
the plan is neither fair nor in the pub- 
lic interest; therefore, 

Now, to wit, November 5, 1941, it 
is ordered: 

1. That a certain revised plan of re- 
organization for Pittsburgh Railways 
Company and Pittsburgh Motor Coach 
Company, comprehending the reor- 
ganization of the Pittsburgh Railways 
Company System, proposed by W. D. 
George and Thomas M. Benner, trus- 
tees, under date of June 2, 1941, and 
filed in the district court of the Unit- 
ed States for the western district of 
Pennsylvania on July 1, 1941, and 
filed with the Pennsylvania Public 
Utility Commission on July 2, 1941, 
be and is hereby disapproved as being 
neither fair nor in the public interest. 

2. That a copy hereof be filed with 
the district court of the United States 
for the western district of Pennsyl- 
vania on or before November 15, 
1941. 

Commissioner Buchanan files a con- 
curring opinion. 


BuCHANAN, Commissioner, concur- 
ring: I concur with the conclusions 
reached by the Commission, that the 
plan of reorganization as submitted by 
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the trustees of the Pittsburgh Rail- 
ways Company, should be refused as 
being neither fair nor in the public in- 
terest, but disagree as to the method 
of reaching that conclusion. The fol- 
lowing paragraphs indicate the major 
differences of opinion. 

First. For the purpose of mass 
transportation in Pittsburgh the Pitts- 
burgh Motor Coach Company should 
be divorced from the ownership of 
Pittsburgh Railways Company. How- 
ever, there should be common owner- 
ship of both Railways and Motor 
Coach, where possibly the advantages 
of bus operation will not be sub- 
merged by electric street railway oper- 
ations, which would benefit both the 
riding public and security holders. 

Second. The plan proposes aban- 
donment, after the plan has been ap- 
proved, of seventeen routes presently 
operated by Railways. Either hear- 
ings should be held and action taken 
on proposed abandonments on the sev- 
enteen rail routes before the plan is 
approved, or a definite time limit 
should be established in the plan, not 
exceeding a year, within which the 
abandonments must be acted upon. 
The first suggestion is preferable. 

In the best business judgment of 
both the trustees and the Railways 
management, the seventeen operations 
are unprofitable and obsolete. Substi- 
tute bus operations are contemplated 
on all but five of the railway routes. 
Of these five, several routes already 
are supplied with bus service through 
independent companies. To drag out 
the proposed abandonments indefinite- 
ly is decidedly uneconomic and con- 
trary to the business judgment of all 
parties concerned. 

We expressed ourselves in our re- 
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jection of the first plan of reorganiza- 
tion to the effect that we felt that the 
capitalization of the new company 
should not be based on obsolete and 
obsolescent facilities and services. Al- 
though it is not contemplated that 
these properties should be considered 
in the new capitalization, operating ex- 
penses and revenues relating to them 
must be considered in the new plan un- 
less the obsolete services are termi- 
nated prior to the approval of the plan. 
Third. I completely disagree that 
$30,000,000, representing substantial- 
ly the depreciated original cost of 
plant, should be the basis of the capi- 
talization of the reorganized company. 
On the other hand, I am heartily in ac- 
cord with the Securities and Exchange 
Commission’s position that the new 
capitalization should be based on rea- 
sonably prospective income. This po- 
sition has support in decisions of the 
United States Supreme Court (Con- 
solidated Rock Products Co. v. Du- 
Bois [1941] 312 US 510, 85 L ed 
982, 61 S. C. 675). Quite obviously 
any reorganization is predicated upon 
“whether or not the earnings may rea- 
sonably be expected to meet the inter- 
est and dividend requirements of the 
new securities as a sine qua non to a 
determination of the integrity and 
practicability of the new capital struc- 
ture.” It was the failure to meet such 
requirements that placed the Railways 
in its present predicament. Likewise 
it was the failure to recognize this ele- 
mental fact in the 1924 bankruptcy 
that caused the 1938 repetition. If the 
reasonably prospective earnings will 
not support a capital structure exceed- 
ing $12,000,000, I cannot understand 
an attempt to relate them to a $30,- 
000,000 capitalization, with any pros- 
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pect of an equitable return to all types 
of securities. Somebody is bound to 
be deceived. 

Any attempt to by-pass the Consoli- 
dated Rock Products decision by the 
novel and ingenious suggestion that it 
applies only to industrial reorganiza- 
tions and not to public utilities, falls 
flat. I believe such an idea is one of 
the fundamental troubles of public 
utilitites. Attempts to divorce public 
utilities from other industry and fas- 
ten to them a halo implying some ex- 
ceptional economic privileges, are in 
error. The only economic difference 
between a public utility and any other 
industrial operation is the lack of com- 
petition so far as the public utility is 
concerned. Indeed, unlike private in- 
dustry, public interest requires that 
public utilities be restrained through a 
quasi governmental control as to 


rates, service, and security issues, be- 
cause of the absence of the competi- 


tive factor. If the competitive situa- 
tion were present in both, there would 
be no distinction between the two. 

Testimony in the record shows that 
the 1939 revenues, after adjustments 
according to formulae of the railways 
operating group and expert opinion, 
amounted to $624,126; and in 1940, 
with the same adjustments, $759,958. 
Of course, the latter figure reflects 
some of the present war or defense 
boom. Averaging the two items, and 
rounding for the purposes of this dis- 
cussion, would indicate $700,000 to 
be a reasonably prospective net income 
of the Pittsburgh Railways. Increased 
revenues, due to war conditions, should 
offset increased expenses caused by the 
same thing. Such earnings have a 
sound basis of historical fact. 

The former Public Service Commis- 


41 PUR(NS) 


sion established an allowance of 6 per 
cent as a reasonable return upon pub- 
lic utility property. Upon the crea- 
tion of the Public Utility Commission 
that allowance was continued in effect 
until recently. Capitalizing the item 
of $700,000 on the basis of this allow- 
ance gives a base of $11,650,000 for 
the issuance of securities for reorgan- 
ization purposes. 

It seems to me elemental that the 
first object in the issuance of securi- 
ties should be that the securities so 
issued should have sound underlying 
values of earning power and property 
and thereby eliminate inflation. To 
issue bonds just to say that one has 
made a bond issue, or to issue stock 
merely for the purpose of saying that 
there are so many shares of stock out- 
standing, is and has been a dead thing 
since the advent of Federal regulation 
in 1933. Just as regulation is neces- 
sary to restrain the earning power, in 
relation to property values, of an oper- 
ating public utility so on the contrary 
it is necessary for the courts to relate 
property values to earning power of a 
public utility undergoing reorganiza- 
tion. To apply property values to the 
recapitalization of a bankrupt is not 
difficult if based upon earning power. 
Such recapitalization, if less than the 
depreciated original cost of the prop- 
erty, as appears here, merely indicates 
that all elements, probably obsolescence 
in this case, have not been accorded 
proper consideration. This is indicat- 
ed on the basis of Engineer Taylor’s 
testimony to the effect that two-thirds 
of the rolling stock and a considerable 
amount of trackage is obsolete but has 
not been so declared in determining 
depreciated original cost. For the 
purposes of this reorganization, the 
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capitalization should not exceed $12,- 
000,000 distributed 50 per cent in first 
mortgage bonds and 50 per cent in 
common stock. 

Fourth. As the plan provides, the 
general mortgage bonds should ma- 
ture not more than thirty years from 
the date thereof. That is in accord 
with constitutional municipal stand- 
ards and the policy of this Commis- 
sion. However, a fixed rate of inter- 
est at 3 per cent per annum and a con- 
tingent rate at 2 per cent per annum 
for the bonds are not proper. If the 
capitalization is based upon sound 
facts and principles, the bondholders 
are entitled to their interest without 
having to depend upon contingencies 
and the interest rate could reasonably 
approach 5 per cent in this case with- 
out any contingencies attached. Like- 
wise this would eliminate the interest 
reserve fund. Whether a sinking 
fund is established or whether the 
bonds should be retired serially is im- 
material. Preference leans to the lat- 
ter, as serial retirement assures actual 
retirement. 

Fifth. If the bondholders are to 
have a real mortgage bond, there 
should be no provision for additional 
bond issues which would take prece- 
dence in lien to the general mortgage 
bonds. This company, when reorgan- 
ized, if regulated properly, should 
have adequate credit for any future 
expansion ; in fact, the only capital out- 
lay in prospect would not involve the 
railway operation at all; rather, it 
would tend to the bus operations. The 
entire Commission rejected the provi- 
sion in the first plan which permitted 
an additional $5,000,000 of first mort- 
gage bonds without the consent of the 
general mortgage bondholders. Al- 
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though the majority of the Commis- 
sion has changed its judgment, I am 
still of the opinion that these provi- 
sions should be rejected. The history 
of Pittsburgh Railways is replete with 
overcapitalization. This reorganiza- 
tion should be thorough in its work 
and not subject security holders to a 
repetition of it in the future through 
priorities, open ends, and whatnots. 
Sixth. The Commission was asked 
to investigate contracts existing be- 
tween Pittsburgh Railways and Du- 
quesne Light Company and other af- 
filiates. Inasmuch as this reorganiza- 
tion or any other reorganization de- 
pends mostly on a reconciliation of 
revenues and expenses, it is my opin- 
ion that these contracts should be in- 
vestigated by the Commission and ap- 
proved or disapproved before the re- 
jection or approval of any plan. In- 
deed, to make such adjustments is one 
of the principal reasons for the Com- 
mission appearing in the reorganiza- 
tion. It is true that by action in the 
Bell Telephone Case (1941) — Pa 
Super Ct —, 40 PUR(NS) 375, 21 A 
(2d) 912, our jurisdiction over af- 
filiated contracts is greatly limited. 
Nevertheless, the Commission is not 
prohibited from forming an opinion 
as to the fairness of such contracts, 
but only as to the approval of them. 
I am of the opinion that the investiga- 
tion should be made and the contracts 
considered in this proceeding. 
Seventh. The matter of “recapture” 
of the Railways System by the city of 
Pittsburgh, the county of Allegheny, 
or other municipal authorities, has no 
place in the proposed reorganization 
as a matter of economics, fairness, and 
public interest. 
In conclusion, there is no question 
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that the revised plan is an improve- 
ment over the original one submitted 
for the Commission’s approval. It 
might be said that the main difference 
between these observations and the 
majority opinion is mainly one of 
imagination. 

We agree on the essential matter of 
reasonably prospective income ap- 
proximating $700,000. The major- 
ity imagines it will support a capitali- 
zation of $30,000,000 and I do not. 
We agreed, as to the first plan present- 
ed, that open-end mortgages and con- 


tingent interest requirements, reserves, 
etc., were wrong. In this plan, the 
majority imagines they are all right 
and has changed its previous judg- 
ment. I still am of the opinion that 
such a mortgage for this purpose is 
entirely wrong. 

I might add at this point that with 
the clear expression of Commission 
principles as contained in these opin- 
ions, it should not be difficult nor time 
consuming to present a plan that is ac- 
ceptable as to the fairness thereof and 
in the public interest. 





WASHINGTON DEPARTMENT OF PUBLIC SERVICE 


Re Pool Car Shipments by Common 
and Contract Carriers 


[Order M. V. No. 36396, Hearing No. 2547.] 


Interstate commerce, § 79 — Motor carriers — Local distribution of interstate 
shipments. 
1. Motor carriers engaged in local pool car delivery and distribution of 
interstate shipments must conform with rates prescribed by the Depart- 
ment, p. 224. 


Interstate commerce, § 38 — Local distribution of interstate shipments. 
2. The state has the right to regulate interstate pool car distribution serv- 
ice only where such shipments are destined to points wholly within the 
limits of municipalities and their adjacent zones, p. 224. 


Rates, § 426 — Motor carriers — Pool car distribution — Accessorial services. 
3. Accessorial motor carrier services performed in municipalities upon pool 
car distribution traffic destined to points within the confines of municipalities 
and adjacent zones are a part of such distribution service, and subject to 
applicable state tariffs, p. 224. 


Interstate commerce, § 79 — State Commission jurisdiction — Motor carriers — 
Distribution of interstate shipments. 
4. The Department does not have jurisdiction to prescribe rates for ac- 
cessorial motor carrier services performed in connection with pool car 
delivery and distribution of interstate shipments which move beyond the 
confines of municipalities and adjacent zones to other points in the state, 
since the movements are not within the jurisdiction of the Department, 
p. 224. 
[November 3, 1941.] 
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ROCEEDING to determine jurisdiction of Department to re- 

quire carriers engaged in local pool car delivery and distribu- 

tion of interstate shipments to conform to applicable state tariffs; 
jurisdiction upheld. 


By the DEPARTMENT: This mat- 
ter came on regularly for hearing at 
Olympia, Washington, pursuant to 
notice duly given, on the 28th day of 
June, 1941, before Frederick G. Ham- 
ley, director, and Ralph J. Benjamin, 
supervisor of transportation. G. D. 
Forbes, reporter. 

The parties were represented as 
follows: Department of Public Serv- 
ice of Washington, by Don Cary 
Smith, Assistant Attorney General, 
Olympia; Cater Transfer & Storage 
Company, by C. C. Cater, President, 
Spokane; Consolidated Freightways, 
Inc., by Donald A. Schafer, General 
Counsel, Portland, Oregon; Pacific 
Highway Transport, by R. H. Culbert- 
son, Traffic Manager, Seattle; Penin- 
sula Tariff Bureau and Northwest 
Motor Freight Bureau, by H. D. Wil- 
liams, Traffic Advisor, Seattle; Port 
of Seattle, by H. D. Fadden, Traffic 
Analyst, Seattle; W. A. Slater d/b/a 
Northwest Film Service, by H. O. 
Berger, Consulting Rate Expert, Seat- 
tle; Truck Owners’ Association of 
Seattle, by Frederick J. Lordan, At- 
torney, Seattle; Universal Carloading 
& Distributing Company, by R. H. 
Culbertson, Seattle, and Steve Davis, 
Seattle Manager, Seattle. 


Nature and History of Proceedings 


This case involves the practice of 
common carriers and contract carriers 
by motor vehicle engaged in the local 
delivery and distribution of pool car 
shipments which have been transport- 
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ed into the state of Washington to dis- 
tribution centers, such as Seattle, Ta- 
coma, and Spokane, via rail, car, or 
boat from out-of-state points and 
which transportation is interstate in 
character. Such carriers have here- 
tofore been assessing and charging 
rates for such delivery service other 
than tariff rates in Department of 
Public Service Tariffs Nos. 1-A, 2 
and 3. 

The case of Consolidated Freight- 
ways v. California R. Commission 
(1941) 313 US 561, 599, 85 L ed 
749, 61 S Ct 837, 957, upheld the 
right of the state of California 
through its Railroad Commission to 
require carriers engaged in a similar 
service to cease charging lower inter- 
state rates and to conform with the 
applicable minimum rates established 
by the California Railroad Commis- 
sion for city carriers in San Fran- 
cisco. 

The pools involved in the above- 
cited case consisted of many articles 
of lots shipped by one out-of-state 
consignor to numerous consignees at 
various destinations, consolidated, to 
obtain lower freight rates into a single 
shipment for transportation from 
place of origin to a distribution point. 
The pool shipments moved to the dis- 
tribution point by rail or water car- 
riers procured by the shipper. There, 
respondent (Consolidated Freight- 
ways) which had been notified by the 
shipper of the arrival of such ship- 
ments and furnished with distribution 


41 PUR(NS) 





WASHINGTON DEPARTMENT OF PUBLIC SERVICE 


instructions, including names and ad- 
dresses of ultimate consignees of the 
various lots, broke the bulk. Com- 
ponent parts intended for consignees 
beyond the distribution point were re- 
shipped by Consolidated Freightways 
while lots destined to consignees at 
the distribution point were delivered 
by Consolidated Freightways in its 
own trucks. The shipper made sepa- 
rate arrangements with the pool car- 
rier and with Consolidated Freight- 
ways. There was no _ connection 
through either ownership or manage- 
ment between Consolidated Freight- 
ways and the line haul carrier. Nei- 
ther was there any arrangement be- 
tween them as respects the distribu- 
tion service and joint rates, through 
bills of lading, advancement, or ab- 
sorption of charges. San Francisco 


was the distribution point and the lo- 
cal delivery in that city by Consolidat- 


ed Freightways from the pool to the 
consignee raised the question which 
the court passed upon in the above 
case. Consolidated Freightways so- 
licited this distribution business from 
the out-of-state shippers at rates less 
than the minimum rates prescribed by 
the Califognia Railroad Commission 
for city carriers performing similar 
local transportation. 

Section 203 (b) 8 of the Motor 
Carrier Act, 49 USCA § 303(b), ex- 
pressly exempts from its application 
such local delivery service as was per- 
formed by Consolidated Freightways. 
This section reads in part as follows: 

ms nor, unless and to the ex- 
tent that the Commission shall from 
time to time find that such applica- 
tion is necessary to carry out the pol- 
icy of Congress shall the 
provisions of this part apply 
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to: (8) The transportation of passen- 
gers or property in interstate or for- 
eign commerce wholly within a mu- 
nicipality or within a zone 
adjacent to and commercially a part of 
any such municipality except 
when such transportation is under a 
common control, management, or ar- 
rangement for a continuous carriage 
or shipment to or from a point with- 
out such municipality .-. . or 
zone.” 

An excerpt from the decision of 
California Railroad Commission 
which was finally upheld by the Su- 
preme Court of the United States fol- 
lows: 

“Tt is evident from the agreed facts 
that the transportation performed by 
respondent in San Francisco is wholly 
within the municipal limits. Fur- 
thermore, it is not ‘under a common 
control, management, or arrangement 
for a continuous carriage or shipment’ 
within the meaning of said section as 
construed by the Interstate Commerce 
Commission. See Re Bigley Bros. 
Contract Carrier Application No. M.C. 
49296; Re Hughes, Common Carrier 
Application No. M.C. 88207; and Re 
Tucker, Common Carrier Application 
No. M.C. 66685.” 

The right of a state to require car- 
riers, engaged in this local pool car 
delivery and distribution of interstate 
shipments, to conform with the ap- 
plicable state tariff rates having been 
sustained by the Supreme Court of the 
United States, it appeared to the De- 
partment that common or contract 
carriers engaged in such service in 
Washington should conform with 
rates in applicable Department of Pub- 
lic Service tariffs. The Department 
being of the opinion that this matter 
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was sufficiently important to warrant 
the holding of a public hearing for 
the purpose of considering the matter 
involved set the present hearing for 
the 28th day of June, 1941. The hear- 
ing was held as scheduled; no wit- 
nesses were examined or offered to tes- 
tify and no exhibits introduced. The 
Department being fully advised in the 
premises, makes and enters the fol- 
lowing findings of fact, opinion, and 
order : 
Findings of Fact 

The record in this case contains no 
testimony whatever. At the outset of 
the hearing, the Department stated 
that it had in contemplation the en- 
try of an order requiring carriers en- 
gaged in local pool car delivery and 
distribution of interstate shipments to 
conform with applicable state tariff 
rates, and that the purpose of the 
hearing was to determine what views 
the industry had regarding this con- 
templated action. Also that all mat- 
ters regarding particular rates on all 
commodities involved in pool car dis- 
tribution should be filed with the De- 
partment for consideration at regular 
docket hearings rather than to be con- 
sidered at this hearing ; that this hear- 
ing would be concerned only with the 
matter of the policy and effect of the 
entry of such an order. 

It was pointed out by other parties 
that if the Department should enter 
such order immediately, it would have 
the effect of putting the Department’s 
rates into effect at once, and that the 
shippers involved in this pool car dis- 
tribution would be materially affected ; 
that those shippers are located general- 
ly in the eastern part of the United 
States, and it was therefore requested 
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that the contemplated order be not ef- 
fective until after rates for pool car 
distribution had been considered at 
docket hearings. 

The proposal to make the effective 
date of the order to be entered as a re- 
sult of this hearing subsequent to a 
docket hearing establishing rates for 
the pool car distribution service was 
not opposed. 

There was no objection to or dis- 
posal to resist the jurisdiction of the 
Department of Public Service of 
Washington to establish the proposed 
order requiring those engaged in the 
local pool car delivery and distribution 
of interstate shipments to conform 
with state tariff rates. Counsel for 
Consolidated Freightways, Inc., who 
had conducted the case previously cit- 
ed in this order, explained the scope 
of and legal effect of the decision. 
Counsel for the Truck Owners’ Asso- 
ciation of Seattle reviewed the history 
of the Department’s attempted previ- 
ous regulation of this pool car dis- 
tribution service in which the Depart- 
ment had erroneously contended that 
this traffic was intrastate in character, 
and now that it had been definitely de- 
termined that the same was interstate 
commerce and that the state could reg- 
ulate such type of interstate commerce, 
that on behalf of his clients he request- 
ed and seriously petitioned the Depart- 
ment to again assume jurisdiction over 
this type of traffic. 

Counsel for Consolidated Freight- 
ways, Inc., set forth the position of 
that company that the decision of the 
California case applied only to pool 
distribution received in a municipality 
such as Seattle, Tacoma, or Spokane, 
for distribution within such municipal- 
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ity, but did not apply to pool distribu- 
tion of portions going beyond the con- 
fines of such municipality or its adja- 
cent zones; that any such transporta- 
tion of pool car shipments by motor 
vehicle beyond the confines of such 
municipality or its adjacent zones not 
being wholly within the municipality 
would not come within the exemption 
named in the Motor Carrier Act, Part 
II of the Interstate Commerce Act. 
(Section 203(b) 8.) 

Counsel for the Seattle Truck Own- 
ers’ Association contended that in the 
Washington State Tariffs charges are 
provided for accessorial service in con- 
nection with breakup of pool car ship- 
ments and that therefore the Depart- 
ment could assume jurisdiction over 
the charges for such accessorial serv- 
ice rendered by any carrier in the city 
of Seattle (and by inference also in 
Tacoma and Spokane) whether such 
shipments were to be delivered in Seat- 
tle proper or to go beyond. 

Reference was made in the record 
to the pending joint hearing before the 
Interstate Commerce Commission and 
the Department of Public Service re- 
specting pool car distribution of the 
railroads. It was also pointed out that 
the Supreme Court case on the Cali- 
fornia Railroad Commission action 
and its decision would not apply to 
the pool car service of the rail for- 
warding companies since they named a 
through rate from a point in eastern 
United States to the merchant’s place 
of business in Seattle. Counsel for 
the Seattle Truck Owners’ Associa- 
tion, Inc., agreed with this contention. 


[1-4] It is our opinion and we 
therefore conclude that those carriers 
engaged in local pool car delivery and 
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distribution of interstate shipments 
should be required to conform with 
applicable state tariff rates. 

It is our further opinion and we 
further conclude that the right of the 
state of Washington to regulate such 
interstate pool car distribution service 
is limited to such shipments destined 
to points wholly within the confines or 
municipal limits of the municipalities 
of Seattle, Tacoma, and Spokane, and 
their respective adjacent zones. It is 
also our opinion and conclusion that 
accessorial services take on the char- 
acter of the movement to which they 
are primary or appended. If such 
services are rendered in connection 
with an interstate movement of traffic, 
they have become a part of the inter- 
state movement. Therefore, such ac- 
cessorial services performed in either 
of the three cities upon pool car- dis- 
tribution traffic destined to points 
within the confines of Seattie, Tacoma, 
and Spokane and their respective ad- 
jacent zones are a part of such pool 
car distribution service and subject to 
the state tariffs applying to such serv- 
ices within the three cities named. 
Accessorial services, however, which 
are performed in connection with pool 
car distribution traffic which is to 
move beyond the confines of the three 
cities and their respective adjacent 
zones to other points in the state of 
Washington would be a part of such 
movement, and since the movement it- 
self is not within the regulation of this 
Department the accessorial service 
charge also would not be within the 
regulation of this Department . 

Since there are no facts in the rec- 
ord relative to the practices of the 
rail carloading companies with respect 
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to pool car distribution we cannot and_ effective date of this order should be 

do not now express an opinion as to January 15, 1942, to provide ample 

those companies. time for any rate adjustments which 
It is our further opinion that the may be required. 
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Maine Consolidated Power Company 


x 0) 


Itself “ al. 


[F. C. No. 1170.] 


Rates, § 57 — Jurisdiction of Commission — Municipal contract — Lighting 
service. 
1. The Commission has jurisdiction to review any arrangement or contract 
between an electric company and a municipality concerning rates to be 
charged for public lighting service, p. 234. 


Contracts, § 9 — Nature and requisite — Consideration — Time limits. 
2. A contract requires a consideration, expressed or implied, and usually 
contains a provision for definiteness as to time, and the contracting parties 
either give or receive something of value, p. 234. 

Rates, § 50 — Jurisdiction of Commission — Contracts antedating Commission. 
3. The Commission has jurisdiction over utility rate contracts and arrange- 
ments entered into prior to its creation, p. 236. 

Municipalities, § 3 — Powers — Charter and statutory limitations. 
4. Towns and their officers have only such authority as is impliedly or ex- 
pressly vested in them by charter or statute, p. 236. 

Franchises, § 22 — Power of municipality — Free service. 
5. Municipalities authorizing construction of wires and poles along and 
upon the highways for lighting purposes may not attach a condition requir- 
ing the contribution of free lighting service, p. 236. 

Waiver and estoppel — Long continued practices — Illegal practices. 
6. That an electric company furnished free lighting service in compliance 
with a condition in a permit authorizing construction of poles and wires 
along and above the public highways for many years does not estop it from 
refusing to continue to furnish such free service while retaining the pole 
rights, since the municipality had no authority to annex the free service con- 
dition to the permit, p. 237. 

Rates, § 58 — Jurisdiction of Commission — Contracts antedating Commission. 
7. The Commission has jurisdiction to consider whether the furnishing of 
free electric service to a municipality is illegal, unjust, and discriminatory, 
notwithstanding that the origin of the practice antedated the Commission, 
p. 237. 
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Commissions, § 22 — Judicial decisions controlling. 
8. The Commission cannot overrule clear and convincing adjudications of 


the courts, p. 243. 


Discrimination, § 45 — Rates — Concessions to particular classes. 


9. A public utility cannot select its patrons by agreement or otherwise and 
give one group a preference in rates over others, p. 243. 


Discrimination, § 67 — Rates — Service to municipalities. 


10. An electric company serving a municipality must treat it, under its rate 
schedule, in the same manner as private individuals or corporations, p. 


243. 


Discrimination, § 70 — Rates — Free lighting service to municipalities. 
11. The furnishing of free lighting service to a municipality as required by 
a pole permit issued by the municipality constitutes unjust and unlawful 


discrimination, p. 243. 


Rates, § 21 — Nature of rate making — Delegation of powers. 
12. Rate regulation is a legislative function which may be delegated to the 


Commission, p. 243. 


Rates, § 113 — Jurisdiction of municipalities — Limitation on jurisdiction — Com- 


mission jurisdicton. 


13. Municipalities do not have power to determine rates to the exclusion of 
the regulatory power of the state or Commission, p. 243. 


[October 27, 1941.] 
OMPLAINT against condition in pole permit requiring the fur- 
C nishing of free lighting service to municipality; held unrea- 
sonable and discriminatory. 


APPEARANCES: Skelton and Ma- 
hon, Attorneys, Lewiston, and Ben- 
jamin Butler, Farmington, for peti- 
tioner, Maine Consolidated Power 
Company; Mills and Mills, Farming- 
ton, and Currier C. Holman, Farm- 
ington, for town of Farmington and 
Farmington Village Corporation; W. 
G. Mallett, Farmington, for Public 
Library Association. 


By the Commission: Petitioner is 
the Maine Consolidated Power Com- 
pany (herein referred to as the Com- 
pany) which, under the statute, com- 
plains against itself and the town of 
Farmington, (herein referred to as 
the Town), the Farmington Village 
Corporation, (herein referred to as 
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the Village Corporation), and _ the 
Farmington Public Library Associa- 
tion. Notice was issued to parties in 
interest and a public hearing was held 
at the county courthouse in Farming- 
ton on June 5, 1941. The parties 
were represented by counsel, who have 
filed briefs. 

The underlying points for deter- 
mination by this Commission are: (a) 
whether a valid contract for the fur- 
nishing of electricity existed between 
the Company and the Town and the 
Village Corporation; (b) and if there 
is a contract, is it illegal and unjustly 
discriminatory; (c) did the town 
have, or does it have, authority to im- 
pose conditions on the approval of 
pole line location; and (d) what is 
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the power and jurisdiction of the Pub- 
lic Utilities Commission on the sub- 
ject matters. 

A brief statement of the historic 
background is necessary to have an 
understanding of the local situation. 

Farmington is a town chartered 
originally by the commonwealth of 
Massachusetts. The Farmington Vil- 
lage. Corporation is a municipal cor- 
poration created by special act of the 
Maine legislature. 

At the turn of the century the Town 
had electric service from the Farming- 
ton Electric Company. The exhibits 
in the case established that on April 
18, 1907, one Samuel O. Tarbox pe- 
titioned for approval of a pole line lo- 
cation. As a matter of fact he filed 
three petitions. No action was had 
on one, and action was taken on two. 
But we will treat the matter for the 
purposes of this case as one petition. 
The selectmen approved the location, 
but the issuing permit dated June 13, 
1907, had a condition attached there- 
to providing that “the individual, com- 
pany, or corporation who shall operate 
under it shall light the public library 
and public school buildings of Farm- 
ington Village free of charge, also 
the Common during the summer sea- 
son, and the school houses at West 
Farmington and Farmington Falls 
should they extend their lines to those 
villages.” 

The June 17, 1907, permit to Tar- 
box recited further : 

“This permit is granted for the pur- 
pose of giving legal locations of poles 
and lines to transmit heat, light, and 
power, by electricity from a water- 
power plant, which it appeared at the 
hearing the petitioner proposes to in- 
stall at Cleveland Rips, so-called, on 
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the Carrabassett river in the town of 
Anson, Maine, and it shall be of no 
force or use for any other purpose 
and shall be null and void in the hands 
of any individual company or corpo- 
ration except for the purpose above 
indicated, and no pole locations shall 
be granted under this permit until the 
dam and power plant on said Car- 
rabassett river are completed, or so far 
advanced in the process of construc- 
tion as to satisfy the municipal officers 
of said Farmington that it is advisable 
to grant such locations in accordance 
with the conditions of this permit, and 
this permit shall be void unless the 
construction of the dam and power 
plant on said Carrabassett river is com- 
menced within eighteen months from 
the granting of same.” 

The Farmington Electric Company, 
appearing as a party in interest at the 
hearing in 1907, was.aggrieved by the 
actfon of the selectmen in their de- 
cree of June 17, 1907, and under the 
statutes claimed an appeal from the 
decree to the county commissioners, 
which body in due course ordered no- 
tice of hearing, and hearing was had 
thereon July 25, 1907, and said com- 
missioners affirmed the action of the 
selectmen of the town. 

The aforesaid petition and permit 
antedated the act authorizing the Pub- 
lic Utilities Commission, which be- 
came operative in 1914. The petition 
was filed and the permit issued under 
§ 17 of Chap. 55 of the Revised Stat- 
utes of 1903, which in so far as a per- 
mit is concerned defined the powers of 
municipal officers as follows: “No 
such company shall construct 
lines upon and along highways and 
public roads, without first obtaining 
a written permit, signed by the mayor 
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and aldermen in case of cities, the 
selectmen in case of towns, and the 
county commissioners in case of plan- 
tations and unorganized townships, 
specifying the kinds of posts, where 
and how they shall be located and set, 
and the height of the wire above the 
ground.” 

It will be noted that in the case of 
the Tarbox permit the selectmen of the 
town went beyond the limitations of 
§ 17 of Chap. 55 of the Revised Stat- 
utes of 1903, and attached a condition 
requiring contribution of free lighting 
by Tarbox in certain cases. 

Tarbox himself never built his pole 
line, but on April 2, 1910, he did con- 
vey his interests under the permit to 
Chester O. Sturtevant. On April 23, 
1910, Sturtevant filed petition under 
the statute referred to for pole rights 
on substantially similar locations re- 
quested by Tarbox, and permit issued 
therein by the selectmen of the town 
contained no conditions or require- 
ments for free service to the commu- 
nity. The permit contained no limita- 
tions in time on erection of poles or 
plant. 

It appears by Exhibit No. 1 in the 
case that the Tarbox permit provided 
that it should be “void unless the con- 
struction of the dam and the power 
plant on said Carrabasssett river is 
commenced within eighteen months 
from the granting of the same.” 
Eighteen months from June 17, 1907, 
would be December 17, 1908. 

Referring again to the fact that on 
April 23, 1910, Sturtevant was grant- 
ed a permit by the selectmen of the 
town carrying substantially the same 
pole right area of Tarbox, and the 
Sturtevant permit contained no con- 
dition of furnishing service to certain 


buildings of the town without com. 
pensation, Sturtevant later commenced 
in 1910 the construction of a plant 
on the Carrabassett river. He also 
purchased the steam plant of the Farm. 
ington Electric Company and fur. 
nished electric service. Eventually 
the hydropower plant on the Car. 
rabassett river was completed, but of 
course not within eighteen months of 
the original permit to Tarbox, and 
ever since then the Town or the Cor. 
poration has been furnished electricity 
by Sturtevant or his successor corpo- 
rations. 

On April 8, 1914, Sturtevant con- 
veyed, according to Exhibit 4, to the 
Franklin Light and Power Company 
as follows: 

“The real estate and personal prop- 
erty hereinafter mentioned and de- 
scribed. All permits, pole rights, and 
franchises and privileges, all the poles, 
wires, transformers, fixtures, and me- 
ters, and all electrical applicances 
owned by me in the villages of Farm- 
ington and West Farmington in said 
town of Farmington, also including 
the substation and all the electrical 
appliances in the same, said substa- 
tion, being situated in said Farming- 
ton Center Village. 

“Meaning and intending hereby to 
convey all the rights, franchises, con- 
tracts, fixtures, machinery, and poles 
which I own and use in said villages 
of Farmington and West Farmington, 
for the purpose of furnishing electric- 
ity for heat, light, and power. 

“To have and to hold with all the 
privileges and appurtenances to it, the 
said Franklin Light & Power Con- 
pany, its successors and assigns, to 
its use and behoof forever. And the 
said Chester O. Sturtevant does here- 
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by covenant with the said grantee, that 
he is lawfully seized in fee of the prop- 
erty and premises hereby conveyed, and 
is the absolute owner of said property, 
and that there are no claims or in- 
cumbrances thereon.” 

By deed dated May 29, 1929, ac- 
cording to Exhibit 5, the Franklin 
Light and Power Company conveyed 
to the Maine Consolidated Power 
Company as follows: “All its prop- 
erty, rights, franchises, and permits, 
(except its franchise to be a corpora- 
tion) subject to all outstanding notes 
payable, all current unpaid bills, taxes, 
and other indebtedness.” 

The Maine Consolidated Power 
Company is in effect a consolidation 
of a number of smaller companies 
hitherto doing business in the county 
of Franklin, both within and without 
the limits of the Town, and as a result 
it transmits and sells electrical current, 
and at the present time purchases its 
electrical energy from others. 


According to Exhibit 6 the Com- 
pany requested designation of pole 
rights in certain streets in the Town 
not covered by the existing permits, 
and hearing thereon was had January 
16, 1941, and permit was issued to the 
Company January 29, 1941, by the 
selectmen of the Town for pole loca- 
tions described in the permit, and the 
permit went on further to read: 

“Also, including herein, such other 
streets and ways within the Town of 
Farmington as though specifically 
designated by name herein, on which 
said petitioner already has existing 
pole lines. Subject, however, to the 
following conditions: That, the said 
Maine Consolidated Power Company, 
and its successors and assigns shall 
supply electric lights to the public li- 
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brary, and the public school buildings 
maintained by the Town of Farming- 
ton, except the Red schoolhouse and 
the Fairbanks school, free of charge; 
Also, the Common, in Farmington 
Village during the summer season.” 

Thereupon the Company wrote the 
selectmen of the Town the following 
letter under date of February 1, 1941, 
which appears as part of Exhibit No. 
6. 


“Selectmen of Farmington 
“Farmington, Maine 
“Dear Sirs :— 

“The Maine Consolidated Power 
Company acknowledges receipt of per- 
mit dated January 29, 1941, covering 
certain pole locations in the town of 
Farmington and gives notice of its 
nonacceptance of that part of the in- 
strument where it is attempted to at- 
tach certain conditions which it is not 
within the power of the selectmen of 
towns to impose, namely, that the 
company shall furnish certain service 
without charge. 

“The company is advised that the 
selectmen exhausted the authority con- 
ferred upon them when they found 
that public safety and convenience did 
not require any additional regulations, 
and that the incorporation of condi- 
tions not pertinent to the subject mat- 
ter expressly intrusted to them by the 
provisions of Chap. 68, § 28 of the 
revised statutes neither restricted the 
effect of that part of the permit which 
precedes the last paragraph nor im- 
posed any lawful burden upon the 
company. In other words, the right 
to maintain pole lines in the streets 
and roads having been conferred upon 
the company by § 11, subject only to 
the authority conferred upon the 
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selectmen by express definition in § 28, 
and the selectmen having exhausted 
that authority, the attempted imposi- 
tion upon the company of a duty which 
they were not given authority to im- 
pose, is without effect, and the permit 
stands as though the last paragraph 
were deleted. 

“You, therefore, are respectfully in- 
formed that the company so under- 
stands the legal effect of the permit, 
and that its operation thereunder is 
not to be construed as an assent to the 
provisions of the paragraph relating to 
service for certain municipal pur- 
poses; that, on the contrary, it holds 
said conditions to be of no force, both 
for the reasons stated above and, as 
the company now is advised, because 
such service may not lawfully be ren- 
dered by the company or solicited and 
accepted by the town. See Chap. 62, 
§§ 36, 37, 38, and 80 of the revised 
statutes. 


“Dated at Farmington, Maine 
“February 1, 1941 
“Very truly yours 
“Maine Consolidated Power Company 
“By C. O. Sturtevant, Treasurer” 


Attention must be given to, and a 
full understanding had of, the build- 
ings and property of the Town which 
it insists are entitled to free lighting 
by the Company under the conditions 
set forth in the Tarbox and subhse- 
quent permits. 

Referring again to Exhibit 1, the 
June 19, 1907, Tarbox permit in- 
cluded the condition or requirement 
that free lighting should be furnished 
by the Company as set forth herein- 
before. Referring again to the April, 
1910, permit to Sturtevant, it is noted 
that a permit issued at that time did 


not contain any such condition or re- 
quirement. However, the January 29, 
1941, permit to the Company did con- 
tain the following conditions: 

“That the said Maine Consolidated 
Power Company, and its successors 
and assigns, shall supply electric light 
to the public library and the public 
school buildings maintained by the 
Town of Farmington, except the 
Red schoolhouse and the Fairbanks 
school, free of charge; also the Com- 
mon in Farmington Village during the 
summer season.” 

The conditions as to free lighting in 
the January, 1941, permit to the Com- 
pany appear on the face of the exhibit, 
and according to the evidence appear 
to be less inclusive or much more re- 
strictive than the conditions appearing 
in the 1907 permit to Tarbox, and if 
any contract has been in effect between 
the Town and the Company, the con- 
tract has varied accordingly, or at least 
the Town has varied its conditions. 
However, it may be seen by the Feb- 
ruary 1, 1941, letter by the Company 
to the selectmen of the Town, no as- 
sent is given to the conditions imposed 
by the Town. 


To arrive at a definite understand- 
ing of the buildings or property cov- 
ered, we will consider the public li- 
brary. While the Town makes an ap- 
propriation annually for the benefit of 
the public library, the library is in 
fact a corporation formed under the 
laws of Maine for charitable or benev- 
olent purposes, and as such is a sepa- 
rate entity from the Town or the Vil- 
lage Corporation, and under § 38 of 
Chap. 62 of the Revised Statutes a 
public utility may grant free or re- 
duced rates thereto under certain con- 
ditions. 
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The evidence discloses that the 
Company has never at any time fur- 
nished free service to the Common or 
the public schools of Farmington 
Falls, and any service provided in this 
part of the Town has been billed for 
by the Company and paid by the 
Town, according to filed rates. 

In the town proper, or in Farming- 
ton Village Corporation, the Compa- 
ny has furnished free lighting to the 
library and the high school during the 
whole library or school year, and the 
Town Common in summer months. 
For years there was a grammar school 
lighted, but that was torn down and 
in its place was built a grade school 
building which has housed the class 
students that would have gone to the 
old school, as well as students taught 
by the normal school teachers, which 
previous to the erection of the new 
grade school received instruction in 
the normal school itself. In this new 
setup, in the model school, so-called, 
the Company has been allowing a cred- 
it of $5 per month, as representing 
the fair charge of lighting the aban- 
doned school. The state runs this 
grade or model school and the Town 
contributes a sum certain annually to 
the expense of maintenance, the state 
being involved principally in that it 
benefits from the opportunity of di- 
rect contact in teaching by the normal 
school teachers. 

According to the testimony of Mrs. 
Marion D. Goodwin, the bookkeeper 
of the company, lights were furnished 
during the years for the Common, the 
high school building, and other places 
serviced, “because of certain condi- 
tions contained in that (Tarbox) per- 
mit.” She witnessed further, after 
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testifying that she had been with the 
Company since 1919: 


Q. And from 1919 to 1936 you 
carried out the terms of the Tarbox 
permit relative to free electricity as 
far as the grammar school was con- 
cerned until the old grammar school 
ceased to be in existence, as far as the 
Company was concerned, during the 
summer months, and as far as the high 
school was concerned? Is that right? 

A. That is right. 

Q. Any other? 

A. Let me see. You say the high 
school, the library and the Common 
and the grammar school? 

Q. And my brother asked you 
when you went there if you carried 
out the same system that was carried 
out previous to when you went there. 

A. So far as I know. 

Q. And so, in not filing those, you 
were carrying out the system of the 
corporation as you understood it in 
conformity with the Tarbox permit, 
the same as it had been for previous 
years? 

A. That is right. 

Q. In other words, as you under- 
stood it, from the time they got the 
Tarbox permit until 1936 the terms of 
that permit were carried out as far as 
those three places were furnished free 
electricity? Is that right? 

A. As I understand. 

Q. And you understand that the 
present company—when was the pres- 
ent company incorporated ? 

A, 1929. 

Q. And they carried out the same 
terms of that permit? Is that right? 

A. Yes. 

Q. And they gave it free to meet 
the terms of the Tarbox permit? 
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A. They gave it free and it was 
generally considered those were the 
conditions. 

Q. And they treated that contract 
as if it was in force, did they? 

A. Well, we gave the service to 
those various places. 

Q. Now, my brother has qualified 
you to testify for the company here 
this morning. Now, as I understand 
it, that free electricity to these three 
places was furnished from the time 
you went there to meet the require- 
ments of the Tarbox permit? 

A. It was the general understand- 
ing that permit had some weight and 
some conditions which we did comply 
with. We have right along. 

Q. And you had the benefits of the 
pole rights in town during that period, 
didn’t you? 

A. Yes sir. 


In brief, the Company evidently 
felt that it was under no legal liability 
to furnish free lighting service, so 
since 1936 it billed the Town or Vil- 
lage Corporation, as the case may be, 
according to filed rates. The testi- 
mony of the bookkeeper is that from 
1919, when she was first employed by 
the Company, to 1936, no bills were 
rendered by the Company to the Town 
for lighting the high school, grammar 
school, the library, or the Common. 
Bills were first rendered sometime in 
1936 for these services. The Town 
paid regularly for other electrical serv- 
ices it required for street lighting and 
other purposes and for schools and 
buildings for which free service was 
not claimed. The Company placed 
meters in the high school and the li- 
brary in 1936 and charged the Town 
under the approved commercial sched- 
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ules. The service to the Common, 
based on $23 per year for a 100 watt 
light, or approved street lighting rate, 
was charged for and billed against the 
Town. In 1940 the bills submitted by 
the Company to the Town, and not 
paid by the latter, were: 


High school lighting 
Library lighting 
Common lighting—6 months 

As to further testimony on the sub- 
ject of lighting, we quote from wit- 
ness A. L. Hardy, chairman of the 
board of selectmen of the Town: 


A. L. Hardy, having been duly 
sworn, testified as follows: 
(By Mr. Mills) 

Q. What is your full name? 

A. A. L. Hardy. 

Q. And you are chairman of the 
board of selectmen in Farmington? 

A. Yes. 

Q. For how many years have you 
been chairman? 

A. Fourteen or fifteen. 

Q. Fourteen or fifteen? 

A. Yes. 

Q. You are in effect the town man- 
ager, are you? 

A. I wouldn’t say that. 

Q. Have you, Mr. Hardy, received 
any bills from the Maine Consolidated 
Power Company for lights furnished 
to the high school building in the years 
in which you have been chairman of 
the board? 

A. Well, I think there was some 
presented after that hearing in Augus- 
ta for a while. 

Q. Have you ever paid any of those 
bills? 

A, No. 

Q. Now will you state to the Com- 
mission the reason why those bills 
have not been honored? 
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A. Well, we understood that fran- 
chise granted to Mr. Tarbox was in 
operation and that there was no need 
of paying them. 

Q. You understood that lights were 
furnished to the high school building 
as part of the consideration for the 
franchise, did you? 

A. Yes; that is right. 

Q. And has there ever been any ob- 
jection by any officer of the lighting 
company to you with respect to not 
paying those bills? 

A. Not directly. 

Q. No objections made to you? 

A. No. 

Q. And you and the other town of- 
ficials, so far as you know, have al- 
ways treated them as part of the Tar- 
box contract? 

A. Yes; that is right. 

Q. What was the amount that the 
Town paid to the Consolidated Pow- 
er Company in 1940 for street lights, 
if you know? 

A. Well, it was right around $2,- 
200. 

Q. And that has been paid every 
year, approximately that amount? 

A. Well, right around that. Of 
course it varied with the number of 
lights that was furnished. 

Q. You have nothing to do with 
the library, have you? 

A. No. 

Q. And nothing to do with the pub- 
lic common ? 

A. No. 

Mr. Mills: You may examine. 


Cross Examination 


(By Mr. Skelton.) 

Q. You said no complaint had been 
made to you directly. What do you 
mean by “directly” Mr. Hardy? 
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A. Well, I don’t know as I exactly 
understood Brother Mills’ question, 
but we have received no complaint 
from the company about nonpayment. 
Of course we have received the bills 
but they haven’t beeen paid, that is all. 

Q. You spoke about understanding 
that you were getting this service in 
consideration of the franchise that was 
granted to Tarbox? 

A. That is right, or through who- 
ever it was granted to. 

Q. What we are talking about was 
the Tarbox franchise? 

A, Yes. 

Q. That was on the theory that the 
Town gave the company something 
for which the Town was entitled to 
compensation to get something out of 
it in a legitimate way? 

A. That is right. 

Q. But it had no relation to any 
expense it put the Town to? 

A. Why, no, I don’t know as the 
Town went to any money expense. 

Q. Simply a matter of getting some 
revenue from a source you considered 
was a legitimate source to get it from? 
I am not criticizing ; I am simply ask- 
ing. 

A. Yes; that is right. 

Q. It was purely a revenue matter 
for the Town? 

A. In return for something the 
Town had granted them. ; 
Q. But not in return for any ex- 
pense or trouble or obligation it caused 

the Town? 

A. I don’t understand the Town 
has been to any expense. 


Sufficient historical background has 
been set forth to have an understand- 
able view of the past relations of the 
Company and the Town and other 
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parties, and the reason for the hearing 
and the present decree. The Town 
wants free lighting in the instances 
mentioned, as it had for years. The 
Company wishes a determination of 
the whole subject matter and urges in 
legal effect that the Town pay the ap- 
proved filed rates for electrical serv- 
ice had, like any other recipient of 
service. 

Much depends upon whether or not 
the selectmen of the Town had or have 
authority in granting pole rights to an 
electrical utility, to affix conditions or 
requirements beyond the statutory 
declarations of what they shall do. 
The Town insists that there has been 
a ‘contract between the parties all these 
years. The Company answers, “no 
contract,” and if there is one, the free 
service given the Town results in rates 
that are unreasonable, insufficient, un- 


just, and discriminatory, in favor of 
the Town and against the Company, 
and that this Commission should so 
declare. 

[1, 2] This Commission has au- 
thority to review the whole situation. 
Revised Statutes, Chap. 62, §§ 16, 38, 


51, to 58 inclusive. Re Guilford Wa- 
ter Co. (1919) 118 Me 367, PUR 
1920C 363, 108 Atl 446; Re Sears- 
port Water Co. (1919) 118 Me 382, 
PUR1920C 347, 108 Atl 452. 

Chapter 62, § 16, of the Revised 
Statutes, provides in part: 

“The rate, toll, or charge ; 
exacted, demanded or collected by any 
public utility for any 
light or power produced, 
transmitted, delivered or furnished 

or for any service rendered 
; in connection with any public 
utility, shall be reasonable and just 
Every unjust or unreasonable 
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charge for such service is hereby pro- 
hibited and declared unlawful.” 

Chapter 62, § 38 of the Revised 
Statutes, defines the limitations of in- 
dividuals and others to receive or so- 
licit rebates, and it empowers this 
Commission to terminate contracts if 
illegal within the purview of the stat- 
utes of the state. 

Chapter 62, § 58, of the Revised 
Statutes, provides that: 

“The Commission may institute, or 
any public utility may make complaint 
as to any matter affecting its own 
product, service, or charges, with like 
effect as though made by any ten per- 
sons. ” 

The parties are not in full accord 
on the question of whether there was 
or is a contract in existence between 
the Company and the Town. A con- 
tract requires a consideration, ex- 
pressed or implied, and usually there 
is provision for definiteness as to time, 
and parties thereto either give or re- 
ceive something of value. An express 
contract arises between the parties by 
oral or written statements, sealed or 
unsealed. An implied contract has 
force by considering the acts and con- 
duct of the parties, from which it may 
fairly be inferred that a contract was 
intended. 

This Commission cannot see any 
evidence of an express contract be- 
tween the Town and the Company. In 
viewing all the evidence with the most 
favorable import that may be applied 
thereto, it cannot conclude that there 
was any implied contract in existence 
at any time. It is true the Town af- 
fixed conditions of free service to the 
Tarbox permit, under which no con- 
struction was started. It is also true 
that the Town affixed no free condi- 
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tions of service to the 1910 permit to 
Sturtevant, and in effect it was Sturte- 
vant who set in motion the chain of 
events that resulted in what is known 
as the Company serving most of the 
county of Franklin today. Neither 
party by evidence established any close 
connection between Tarbox and Stur- 
tevant, except the assignment to Stur- 
tevant of whatever rights Tarbox may 
have had in his permit. Not until 
January 29, 1941, did the Town try 
to attach any conditions to Sturtevant 
or his company, and the act was 
promptly objected to as illegal by the 
Company. In the meantime, from 
1910 to 1936, the Company or its 
predecessors did furnish free lighting, 
but there was no admission by the 
Company that it was done as a con- 
tractual act. So again it is said that 
this Commission cannot decree that in 


fact and law any contract has been in 
force. 


However, as we view the matter, we 
cannot see that it makes much differ- 
ence whether there was or was not a 
contract. The Commission has juris- 
diction to review any arrangement be- 
tween the parties having to do with 
public lighting services and the rates 
charged therefor. Any arrangement, 
or even any contract between the 
Town and the Company, is a matter 
of public concern and must be subject 
to the exercise of the right of the state 
acting through this Commission, to 
review, or regulate the rates. The 
fact that one party affected is a mu- 
nicipal corporation does not alter the 
situation, as the general welfare under 
the police power of the state requires 
an implied reservation of the right of 
supervision. 

The origin or the basic facts lead- 
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ing to the present situation were set in 
motion before this Commission came 
into existence, and whether the parties 
are dealing together under a contract 
or under an arrangement which has 
bred disagreement and misunderstand- 
ing, the evidence on record herein is 
such that the Commission must take 
jurisdiction and issue its decree herein. 

By enacting in 1913 the act provid- 
ing for this Commission the legisla- 
ture conferred on this Commission ex- 
clusive jurisdiction, subject to a limit- 
ed review, over all service rendered by 
utilities and the rates charged therefor. 
North Berwick v. North Berwick Wa- 
ter Co. (1926) 125 Me 446, 134 Atl 
569. 

A point that must be considered and 
determined and decreed upon in this 
case is whether the respondent Town 
is receiving for its schools, its library, 
and its common, electrical current for 
which it pays nothing, and for which 
this company or other consumers are 
paying either directly or indirectly 
and, if so, is the receipt of such serv- 
ice unlawful under the statute. To de- 
cide the issue, consideration must be 
given to the power delegated to the 
Town, and to the matter of rates. 

Chapter 62, § 37 of the Revised 
Statutes, provides: 

“Tf any public utility make or give 
any undue or unreasonable preference 
or advantage to any particular person, 
firm, or corporation or any undue or 
unreasonable prejudice or disadvan- 
tage in any respect whatever, such pub- 
lic utility shall be deemed guilty of un- 
just discrimination which is hereby 
prohibited and declared unlawful.” 

Chapter 62, § 38 of the Revised 
Statutes, as previously indicated, es- 
tablishes the power of the Commission 
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over rebates, discounts, discrimina- 
tions, and contracts generally. 

We reiterate in order to review the 
argument of the Town. 

[8-5] The Town insists that its 
selectmen had the authority in 1907 
to impose the conditions to Tarbox’s 
permit; that the parties have been op- 
erating under a contract all the years; 
and that the contract and the free serv- 
ice thereunder does not prevent a case 
of rates to the town which are unjust- 
ly discriminatory. 

The Company, on the other hand, 
says that the selectmen had no author- 
ity in 1907 to impose conditions to the 
Tarbox permit; that whether the par- 
ties have been operating under con- 
tract, or under an arrangement, the 
donation of power to an individual or 
a municipality is a gratuity and hence 
unlawful and unjustly discriminatory, 
and that this Commission must declare 
the practice discontinued and order 
lawful rates substituted. 

This Commission assumes jurisdic- 
tion where there was or is in fact a 
contract between the parties, and the 
Commission is not without precedent 
in construing contracts and arrange- 
ments entered into prior to its ena- 
bling act. While the basic facts differ 
somewhat in F. C. 1159, Portland Wa- 
ter Dist. v. Itself, the petitioner was 
authorized in 1907 to acquire proper- 
ties, rights, and franchises, etc., of 
several companies serving a number 
of communities, and the enabling act 
provided that all bonds, mortgages, 
liens, and encumbrances, etc., should 
be assumed by the petitioner, as well 
as all valid contracts existing between 
said companies and persons, corpo- 
rations, and municipal corporations. 
All the properties, rights, and obliga- 
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tions were assumed. Included among 
the liabilities assumed were written 
contracts between one of the compa- 
nies absorbed and twenty or more in- 
dividuals, which provided that the 
company would furnish water free or 
at less than scheduled rates to these 
property owners, their heirs and as- 
signs, if the company could cross their 
lands with water mains. These con- 
tracts were made about 1880, and the 
company and the various landowners 
respected the contracts all down 
through the years. The decree of this 
Commission was that the “Portland 
Water District shall remove the dis- 
crimination caused by the furnishing 
of water at less than the filed 
rates. Said contracts, if any, being 
hereby declared unlawful, and that 
said Portland Water District shall bill 
said consumers in accordance with the 
filed tariff.” 

Towns and their selectmen have 
such authority as is vested by legisla- 
tive charter or by statute. The Town 
presented no evidence of any authority 
in its charter to determine rates for 
electrical energy furnished. 

Limiting the discussion to posts and 
wires and the powers of towns and 
selectmen thereof, we find the expres- 
sion and inclusion of authority as to 
location and erection set forth in Re- 
vised Statutes of 1930, Chap. 5, § 136 
— VII, and the provisions covering 
the kind of posts, manner, and meth- 
od of location and height of the wire 
from the ground appear in Revised 
Statutes, Chap. 68, § 28. Relating 
back to the statutes of that year in 
1907 when the Tarbox permit issued, 
we find the same subject matters cov- 
ered with words of substantial legal 
import, respectively in the Revised 
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Statutes of 1903, Chap. 4, § 93 — 
VII, and Chap. 55, § 17. 

Revised Statutes of 1903, Chap. 4, 
§ 93 — VII, grants jurisdiction only 
as to locations and erection of posts, 
and other subject matters not in issue. 

Revised Statutes of 1903, Chap. 55, 
§ 17, limited authority of selectmen in 
the issuing of permits to “specifying 
the kind of posts, where and how 
they shall be located and set, and the 
height of the wire above the ground.” 

The statutes of 1930 do not enlarge 
on the powers. 

The statute in effect in 1907, and 
now, does not expressly empower the 
selectmen or municipal officers in case 
of transmission poles and wires for 
lighting purposes, to attach to the is- 
sued or issuing permit conditions that 
free lights or any other service shall 
be given, and as we are dealing with a 
municipal corporation in Maine, such 
officers did not then and do not now 
have that power by necessary implica- 
tion. 

The law is well defined—municipal- 
ities and their officers have only such 
powers delegated to them by the state 
and such other powers as arise by nec- 
essary implication. 

The selectmen of the towns have, 
under § 136 — VII, of Chap. 5 of the 
Revised Statutes, among other mat- 
ters, powers to make ordinances affect- 
ing power lines. In this case the ques- 
tion of ordinances is not involved. 
Under § 28 of Chap. 68 of the Re- 
vised Statutes the selectmen have au- 
thority to determine the kind of posts, 
their height, and location. These acts 
apply to the selectmen of the Town of 
Farmington, and did under the acts as 
they read in 1907. 

The selectmen of the Town under 


the law and acts in effect in 1907 and 
since, had the power and authority to 
issue permit for pole rights to Tarbox 
and to the Company or its predeces- 
sors, and to determine the kind of posts 
and their height and location, but the 
selectmen of the Town in 1907 or now, 
had or have no authority to affix to 
the permit the requirement of free 
lights to certain places and buildings 
in the Town. 

The affixing of such conditions or 
requirements to a pole permit amounts 
to an assumption of rights which were 
never given the Town by charter or 
legislative act, and any surrender to a 
municipality of any such power must 
be so clear and uncontrovertible as to 
permit of no doubt of the legislative 
intent. The assumption of such pow- 
er cannot be implied as special author- 
ity by act of the legislature. So asa 
matter of law this Commission rules 
that the selectmen of the Town had no 
authority to affix to the Tarbox permit 
in 1907 or to the Company permit in 
January, 1941, conditions or require- 
ments as to free lighting. 

[6] The Town argues that the 
Company cannot at this late date ac- 
cept and retain the pole rights and now 
refuse to furnish free lighting as it 
did for so many years until 1936 when 
it objected further so to do and billed, 
and has continued to bill, the Town 
for the services, and the Town says 
that this amounts to a disclaiming of 
an obligation made legal by the acts of 
the parties. This Commission cannot 
accept the view of the Town for the 
reason that the rights of the State dele- 
gated to this body require a different 
interpretation and conclusion. 

[7] The parties raised many points 
in their briefs, but the main issue real- 
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ly before this Commission for decision 
is whether or not the furnishing of 
free power by the Company to the 
Town, either voluntarily or under pro- 
test is, under our statutes, illegal, un- 
just, and discriminatory. The fact 
that the origin of the practice antedat- 
ed this Commission does not bar con- 
sideration, and we quote from Re Guil- 
ford Water Co. (1919) 118 Me 367, 
375, 376, PUR1920C 363, 371, 108 
Atl 446: 

“In 1913, the legislature created the 
Public Utilities Commission. That 
Commission, with powers of great 
scope and amplitude, and also with 
great responsibilities, partially changed 
the Guilford contract. Shall the leg- 
islation that called the Commission in- 
to existence be construed as effective 
both retroactively and prospectively ? 
That a statute shall not have retrospec- 


tive operation unless its terms are so 
strong, clear, and imperative that no 
other meaning can be annexed to 
them, or unless the intention of the 
legislature cannot be otherwise satis- 
fied, is settled in an unbroken line 
of this court’s decisions, so familiar 


they need not be cited. ‘Every public 
utility,’ to repeat from the statute now 
under consideration, ‘is required to 
furnish safe, reasonable, and adequate 
facilities.’ Rev. Stats. Chap. 55, § 16. 
About this positive expression of the 
public will, all the other legislative 
declarations collect together. “The 
rate, toll, or charge shall be 
reasonable and just, taking into due 
consideration the fair value of all its 
property with a fair return thereon, 
. . . ‘Every unjust or unreason- 
able charge for such service is hereby 
prohibited and declared unlawful.’ Id. 
“The Commission shall have authority 


to inquire into the management sah 
of all public utilities’ (§ 4); to ‘fix a 
reasonable value upon all the property 
of any public utility when- 
ever it deems a valuation thereof to be 
necessary for the fixing of fair and 
reasonable rates’ (§ 36) ; if any ‘rates, 
tolls, charges, schedules, or joint rates 
shall be found to be unjust, unreason- 
able, insufficient, or unjustly discrimi- 
natory, or otherwise in violation of 
the provisions of this chapter—the 
Commission shall have power to fix 
and order substituted therefor such 
rate or rates, tolls, charges, or sched- 
ules as shall be just or reasonable’ 
(§ 46). To what end is the Commis- 
sion clothed with authority to inquire 
into the management of all public 
utilities? To see to it that safe, rea- 
sonable, and adequate facilities are 
furnished at fair and_ reasonable 
rates. New rates may be substituted 
for old; for, reads the statute, ‘if any 
rates shall be found to be unjust, un- 
reasonable, insufficient, or unjustly 
discriminatory , the Commis- 
sion shall establish other regulations. 
This language is not uncertain. It 
does not leave the reader’s mind to 
fluctuate between two meanings. It 
clearly is of broad application. It com- 
prises ‘the management of all public 
utilities,’ (Rev. Stats. Chap. 55, § 4) 
and ‘any rates or charges 

found to be unjust, 
unreasonable, insufficient, or unjustly 
discriminatory.’ Rev. Stats. Chap. 
55, § 46. 

“Tt is our decision that, subject to 
review on questions of law, the Pub- 
lic Utilities Commission has authority 
inclusive of both quasi legislative and 
quasi judicial power, to fix rates and 
charges for all public utility services. 
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This determination is not repugnant to 
the proviso of § 34 of the Utilities Act 
reading: ‘Nor shall the furnishing 
by any public utility of any product 
or service at the rates and upon terms 
and conditions provided for in any 
contract in existence January first, 
nineteen hundred thirteen, be con- 
strued as constituting a discrimina- 
tion, or undue or unreasonable prefer- 
ence, or advantage within the mean- 
ing specified.’ ” 

Chapter 55 quoted in the Guilford 
Water Case, supra, refers to the 1916 
revision of the statutes. The refer- 
ences are now found in Chap. 62 of 
the 1930 revision. 

Our court, in the case of Re Sears- 
port Water Co. (1919) 118 Me 382, 
PUR1920C 347, 108 Atl 452, went 
further than it did in the Guilford 
Case, and in these later cases inter- 
preted the powers of this Commission 
in cases where written contracts are 
entered into by a public utility and a 
municipality prior to the creation of 
this Commission, and it appears that 
the court was quite emphatic in its con- 
struction that even if it can be found 
that a contract did exist, the Commis- 
sion has the power to determine wheth- 
er the rates are unjust, unreasonable, 
insufficient, or discriminatory, and the 
just and reasonable rates may then be 
substituted for any rates existing un- 
der the illicit contract. 

We quote at length in the Searsport 
Water Co. Case, supra, appearing in 
118 Me 382, PUR1920C at pp. 351- 
360: 

“Certain principles are no longer 
questioned. The control or regulation 
of rates by public utilities is a legisla- 
tive or governmental function and a 
legitimate exercise of the police pow- 
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ers of the state.” (Cases cited.) 
‘Where the public health, safety, or 
morals are concerned, the power of the 
state to control under its police pow- 
ers is supreme and cannot be bargained 
or granted away by the legislature. 
The exercise of the police power in 
such cases violates no constitutional 
guaranty against the impairment of 
vested rights or contracts. (Cases 
cited. ) 

“The power to regulate the rates of 
public utilities, however, is not de- 
pendent on the immediate concern of 
the public health or safety therein. 


“The state requires every public 
utility to ‘furnish safe, reasonable, and 
adequate facilities’ and its rates and 
charges to be reasonable and just, 
based upon a fair return on the fair 
value of the property devoted to the 
public use. Section 16, Chap. 55, Rev. 
Stats. Its power to do so cannot be 
questioned. To assume that a Public 
Utilities Commission will, in any case, 
order the rates of a utility increased 
upon the sole consideration of increas- 
ing the returns of stockholders appears 
to us like begging the question. The 
public interest does not cease at the 
point where the rates insure merely 
the operating expenses of the company 
and begin again when they result in 
more than a ‘fair return’ or exceed the 
value of the service rendered. The 
continued existence of the utility and 
the performance of its public obliga- 
tions cannot be maintained on this 
basis. So long as the property is de- 
voted to the public use, the state may 
control the rates at all times, as well 
when they are unfair to the utility be- 
cause of failure to produce a ‘fair re- 
turn,’ as when they are unfair to the 
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public because too high. (Cases cited. ) 
The whole theory of rate regulation 
by the state is based on these prin- 
ciples. 

“The Utilities Commission, how- 
ever, having based its orders in these 
cases upon the fact that the rates fixed 
by the contracts with the respective 
towns are unjust and unreasonable, 
and not having found that the public 
health or safety was jeopardized, the 
supreme necessity for the exercise of 
the police powers does not appear to 
exist. We must, therefore, inquire 
into that broader field of police powers, 
outlined in Boston & M. R. Co. v. 
County Comrs. 79 Me 386, 395, 10 
Atl 113, beyond the immediate con- 
cern of the public health, morals, or 
safety, and determine under what con- 
ditions, if any, contracts may preclude 
the state from the full exercise of its 
powers of rate regulation. 

“Tt is frequently laid down in the 
books that the exercise of the police 
powers is a governmental function, 
continuing in its existence, and cannot 
be granted or bargained away. (Cas- 
es cited.) The power of rate making 
being recognized as an exercise of the 
police powers and legislative or gov- 
ernmental function, we might in all 
cases, on principle, expect it to remain 
vested in the state. This we appre- 
hend has been the view of some of the 
state courts.” (Cases cited.) ‘ 

“ “The fixing of rates which may be 
charged by public service corporations 
of the character here involved is a leg- 
islative function of the state, and while 
the right to make contracts which shall 
prevent the state during a given peri- 
od from exercising this important 
power has been recognized and ap- 
proved by judicial decisions, it has 
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uniformly been held in this court that 
the renunciation of a sovereign right 
of this character must be evidenced by 
terms so clear and unequivocal as to 
permit of no doubt as to their proper 
construction.’ ; 

“To apply these principles to the in- 
stant cases, we find no such clear and 
unmistakable surrender of this im- 
portant function of government in the 
charter of either of the water compa- 
nies, or in § 63, Chap. 4, Rev. Stats. 

“By its charter each company was 
authorized to contract with corpora- 
tions, the inhabitants of said towns 
and village corporations located there- 
in for supplying water as contemplat- 
ed by the act. Under § 63, Chap. 4, 


Rev. Stats. each town, and the town 
of Searsport under the charter of the 
Searsport Water Company, was au- 
thorized to enter into a contract for 
the supply of water for public uses up- 


on such terms and conditions as the 
parties may agree. The fixing or reg- 
ulation of charges by contract is no- 
where mentioned in either charter. 
Nothing, we think, can be implied ex- 
cept the proporietary right of deter- 
mining by agreement the compensation 
to be received by the companies for 
the supply of water furnished. 
“These grants, in such general 
terms, of the right to contract should 
not be construed as a surrender of an 
important function of government. 
All doubts must be resolved in favor 
of the retention of this power in the 
state. (Cases cited. ) ; 
“Thus far we have considered the 
complainants’ contentions as between 
them and the state. We now come to 
the question of whether the state, even 
though it retained this power in re- 
spect to these complainants, has vested 
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it in the Public Utilities Commission 
under Chap. 55, Rev. Stats. The gen- 
eral purpose of legislation of this na- 
ture, which has been enacted in many 
of the states, is, we think, to place the 
entire regulation and control of all 
public service corporations (or indi- 
viduals engaged in supplying a public 
utility) in the hands of a board or 
commission which can investigate con- 
ditions, hear parties, and grant relief 
much more expeditiously and fairly 
than the legislature itself. (Case 
cited. ) 

“By the act the Utilities Commis- 
sion is expressly authorized to inquire 
into the management of the business 
of all public utilities which are by its 
express terms made subject to the ju- 
risdiction, control, and regulation of 
the Commission. Every unjust and 
unreasonable charge for such service 
is prohibited. Whenever, upon hear- 
ing, any rate, toll, charge, or schedule 
or joint rates are found to be unjust, 
unreasonable, insufficient, or unjustly 
discriminatory, or otherwise in viola- 
tion of the act, the Commission is giv- 
en full power to substitute therefor 
such rates, toll, charges, or schedules 
as may be just and reasonable. 


“Such language is clearly broad 
enough to include the regulation and 
control of every rate, toll, charge, or 
schedule of every public utility wheth- 
er fixed by contract or by the utility 
itself, unless limited in some manner 
by the terms of the act, or the state 
has previously suspended its regula- 
tory powers in respect to the rates or 
charges in question. 

“But it is suggested that to so con- 
strue it would give the act a retroac- 
tive effect, and as such an intent is not 
clearly expressed, it must be construed 
[16] 
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prospectively, and all existing contracts 
therefor, be excluded from its opera- 
tion. We do not think, however, that 
either the act itself, or § 16 of Chap. 
55, prohibiting unjust and unreason- 
able rates, affects the validity of any 
existing contract. All such contracts 
remain valid, binding obligations un- 
affected in their terms, until the Utili- 
ties Commission has found that the 
rates contained therein are ‘unjust, 
unreasonable, or insufficient,’ when 
just and reasonable rates may then be 
substituted therefor. (Cases cited.) 


“Such contracts having been volun- 
tarily entered into and their terms and 
rates agreed upon by all parties, in dis- 
tinction from rates arbitrarily imposed 
by the utility, the rates fixed therein 
are presumed to be reasonable and 
just until otherwise determined by 
the Utilities Commission after hear- 
ing, either upon complaint of the con- 
sumer under § 43, or of the utility 
under § 50, or upon its own motion 
under § 48 of Chap. 55. It is the 
rates at the time of the hearing that 
are adjudicated by the Commission. 
If then found to be unjust and unrea- 
sonable, they are from that time un- 
lawful. 

“A utility cannot repudiate such a 
contract at will. Nor does the filing 
of new schedules under § 28 have the 
effect of changing the rates fixed by 
contract. To obtain a change in such 
rates, except, of course, by mutual 
consent and with the approval of the 
Utilities Commission, the _ utility 
should proceed under § 50 of Chap. 
55 and first obtain, a finding by the 
Utilities Commission that the rates 
and charges fixed in such contract are 
‘unjust, unreasonable, or insufficient,’ 
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whereupon the Commission may then 
substitute such rates as it shall deem 
to be just and reasonable in the prem- 
ises. 

“Vested rights under existing con- 
tracts are, therefore, in no way affect- 
ed by the terms of the act itself, nor, 
as we view it, by its operation. All 
contracts relating to the public serv- 
ice are entered into in contemplation 
of the exercise of the right of the 
state’s regulatory powers whenever 
the public interests may require. No 
vested rights can be gained by con- 
tract or otherwise as against the prop- 
er exercise of the police powers of the 
state. (Cases cited. ) 

“Tt is also urged that the exception 
of contracts entered into prior to Jan- 
uary 1, 1913, in § 34, of Chap. 55, in- 
dicates that it was the intent of the 
legislature that all existing contracts 
should remain unaffected by this act. 
But §§ 33 and 34 are penal sections. 
It was to remove any doubt as to the 
guilt of those giving or receiving any 
undue preference or advantage under 
contracts already existing that it was 
provided that continued service under 
such contracts should not be construed 
as constituting a discrimination with- 
in the meaning of these sections. 
(Case cited. ) 

“Tf the legislature had intended to 
exclude from the operation of this act 
all existing contracts over which the 
state had not already suspended its 
regulatory powers, we. think it would 
have said so in express terms. Since 
there is nothing in the fact that rates 
have been mutually agreed upon in a 
contract, which renders them any less 
subject to regulation by the state then 
when arbitrarily determined by the 
utility itself, if any inference at all 
41 PUR(NS) 


arises from the excepting of existing 
discriminatory contracts in § 34, we 
think it is that all other existing con- 
tracts are included within the general 
terms of the act. The main purpose 
of such legislation, viz. : to secure ade- 
quate service to the public at just and 
reasonable rates, might, in a large 
measure, be defeated by the exemption 
from the operation of such laws of al! 
rates fixed by contract entered into 
prior to their taking effect. No rates, 
however fixed, should, we think, be 
regarded as exempted from such gen- 
eral regulatory powers as are contained 
in Chap. 55, unless excepted in express 
terms or by necessary implication. 

“We, therefore, conclude from the 
general purpose of such legislation, 
and the broad and inclusive terms em- 
ployed in Chap. 55 in conferring pow- 
ers upon the Utilities Commission, and 
in the light of the judicial construc- 
tion of similar acts by other courts of 
last resort, that the legislature intend- 
ed to delegate to the Utilities Commis- 
sion of this state as complete power 
over rates fixed by prior contracts that 
have been determined to be ‘unjust 
and unreasonable’ as the state itself 
then possessed.” 


The statutory citations referred to 
in the quoted opinion are according 
to the 1916 revision of the statutes, 
and the corresponding statutes are 
now found in Chap. 62, of the 1930 
revision. 

There is nothing in the evidence to 
indicate that the state ever vested in 
the town the authority to establish 
rates, and in fact the legislature as a 
practice has failed to grant such pow- 
ers, but retains for itself regulatory 
jurisdiction which it vests in this Com- 
mission. 
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[8] The Guilford and the Sears- 
port Cases, supra, having determined 
the law applicable to the instant case 
some time ago, this Commission can- 
not assume to overrule adjudications 
of our court that are clear and con- 
vincing, especially when particularly 
applicable to the case under considera- 
tion. 

The public interest is affected. The 
existence or the extension of the prac- 
tices complained of in the instant case 
cannot be condoned. 

[9, 10] A utility cannot select its 
patrons by agreement or otherwise and 
give one group a preference in rates 
over others. It must serve consumer 
individuals and public and private 
corporations impartially and on equal 
terms and conditions without dis- 
crimination. A municipality, wheth- 
er town or city or subordinate district 
chartered as a quasi-municipal corpo- 
ration, as a consumer fits into a class 
under a rate schedule approved by this 
Commission in the same manner as do 
private individuals or corporations. 
Each class of service under an ap- 
proved schedule must be furnished 
service on its own merits and the con- 
sumers in each class of service must 
pay the approved class rates. Free 
service or reduced rates to a consum- 
er, whether an individual or private or 
municipal corporation, place an undue 
burden upon other individuals or cor- 
porate consumers, and such free or 
reduced rates are in law discrimina- 
tory and less than just, reasonable, and 
equitable. 


[11-13] In the present case before 
us, in furnishing free lighting to the 
library and the high school during the 


whole school or library year and to 
the Town Common in summer months, 
regardless of agreement or under- 
standing, the Company in so furnish- 
ing, and the Town, Village Corpora- 
tion, and the Library Association in 
so accepting service are parties to acts 
of unjust discrimination under the 
statutes of this state and the law as 
defined by our supreme judicial court 
in the Guilford and Searsport Water 
Cases, supra. 

Reviewing all the evidence, we find 
for application in this case that the 
control or regulation of rates between 
the parties is a legislative or govern- 
mental function, and a legitimate ex- 
ercise of the police power of the state 
delegated to this Commission; that 
the Town or its Village Corporation 
did not have or hold in 1907 or since, 
that power to determine rates to the 
exclusion of the regulatory power of 
the state or this Commission; that the 
affixing of conditions to the permit is- 
sued to Tarbox in 1907 or to the Com- 
pany in 1941, or at any other time, by 
the selectmen of the Town requiring 
free lighting service for the schools, 
the library, the common, or other pub- 
lic buildings or places in the Town or 
Village Corporation, was illegal, as it 
amounted to an assumption of power 
withheld by the state; that the public 
interest is affected; that the require- 
ment of free lighting for the Town 
constitutes, and has constituted, un- 
just, unreasonable, insufficient, and 
discriminatory rates as against the 
Company; and that the Town or its 
Village Corporation, as the case may 
be, shall pay such rates according to 
the class and schedules in effect in 
Farmington. 
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Cheltenham & Abington Sewerage Company 


Vv 


Pennsylvania Public Utility Commission 


(— Pa Super Ct —, 22 A(2d) 37.) 


Appeal and review, § 9 — Final or interlocutory orders — Reparation awards, 
1. Appeal can be taken from an order nisi sustaining a complaint that 
sewerage rates were unreasonable, oppressive, and extortionate during a 
specified period, awarding reparation for that period, and ordering a fur- 
ther hearing to determine the damage sustained by customers of the com- 
pany, since such order is not interlocutory but is final, p. 246. 


Statutes, § 22 — Change — Effect on pending proceeding. 
2. Commission action is governed by the statute in effect at the time it con- 
ducted a rate investigation, p. 249. 


Statutes, § 22 — Change — Effect on pending proceeding. 

3. The superior court, in reviewing a Commission order, was limited to as- 
certaining whether there was an error of law or a lack of substantial evi- 
dence to support the findings of the Commission, notwithstanding that the 
law so limiting the review superseded the law which was in effect at the 
time of the rate investigation and entry of the order, and which authorized 
the court reviewing such an order to exercise its independent judgment, 
p. 249. 


Reparation, § 41 — Period of reparation. 
4. The period of reparation for excessive sewerage rates began on the 
date the Commission instituted a proceeding inquiring into the fairness, rea- 
sonableness, and justness of the rates provided by a tariff which the Com- 
mission had earlier approved subject to adjustment after ascertainment of 
the utility’s unknown earning factor, p. 250. 


Rates, § 235 — Rate changes — Duty of company — Duty of Commission. 

5. It was not incumbent upon a sewerage company voluntarily to adjust 
its rates upon ascertainment of an unknown earning factor, where the Com- 
mission had approved the rate schedule subject to adjustment after ascer- 
tainment of that factor, since the annual reports of the company to the 
Commission reflected these earnings in excess of what the Commission 
intended to allow, and it was the Commission’s duty to institute a complaint 
on its own motion, p. 250. 


Reparation, § 37 — Finding as to unreasonableness — Reasonableness in the past. 
6. A finding in a proceeding on a complaint against the reasonableness of 
an existing rate for the future furnishes no basis for awarding or refusing 
reparation for payments under that rate in the past, p. 250. 

Reparation, § 41 — Period of reparation. 

7. Institution of an investigation of the reasonableness of a sewerage com- 
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pany’s rates on the Commission’s own motion constituted notice to the com- 
pany of their unreasonableness and thus started the period of reparation, 
where the Commission had originally approved the rate schedule subject to 
adjustment of an unknown earnings factor, p. 250. 


Rates, § 245 — Effect of Commission approval. 


8. Rates applied pursuant to a Commission order and accepted by the Com- 
mission as complying with the order prior to Commission investigation of 
their reasonableness must be considered Commission made rates, p. 250. 


Reparation, § 11 — Powers of Commission — Period of reparation. 
9. The Commission has no power to order reparation for any period during 
which Commission made rates have been in effect, p. 250. 

Procedure, § 36 — Res adjudicata. 


10. A former order of the Commission corresponding in theory to the re- 
sult reached by the Commission in the present case is not definite authority 
for the Commission’s present finding with respect to an issue, where such 
issue was not raised or decided in the former case, p. 252. 


Reparation, § 41 — Period of reparation. 
11. The Commission, finding former sewerage rates to be unjust, unrea- 
sonable, and extortionate, properly found reparation payable until the ef- 
fective date of aypew tariff, p. 252. 


[October 2, 1941.] 


ou finding rates unreasonable, oppressive, and extortion- 


ate, and awarding reparation for specified period; affirmed 
and period of reparation modified. For Commission decision, 
see 32 PUR(NS) 278. 


» 


APPEARANCES: George Henry Appellant furnishes sewerage serv- 


Huft, of Philadelphia, for appellant; 
Solomon Freedman, Legal Assistant, 
Samuel Graff Miller, Assistant Coun- 
sel, and Harry M. Showalter, Counsel, 
all of Harrisburg, for interveners; 
Thomas A. Foulke and Edward B. 
Duffy, both of Ambler, for appellee. 


Ruopes, J.: The Cheltenham & 
Abington Sewerage Company has ap- 
pealed from an order of the Pennsyl- 
vania Public Utility Commission 
(successor to the Public Service Com- 
mission) that its rates were unreason- 
able, oppressive, and _ extortionate 
from October 17, 1933, until Janu- 
ary 1, 1937, and that reparations 
should be awarded for that period. 


ice to the public in certain areas of 
Abington and Cheltenham townships, 
Montgomery county. On October 6, 
1930, in proceedings before the Pub- 
lic Service Commission reported as 
Ruttle v. Cheltenham & A. Sewerage 
Co. 10 Pa PSC 502, PURI931A 
114, it was ordered to file, post, and 
publish a tariff for sanitary sewerage 
service to yield a gross annual revenue 
not in excess of $36,140. A tariff in- 
tended to produce this result was pre- 
pared and filed with the Commission, 
and on April 13, 1931, was adopted by 
the Commission as in compliance with 
the order of October 6, 1930, supra, 
to become effective on July 1, 1931. 
The Commission, however, on De- 
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cember 11, 1934, on its own motion 
instituted a proceeding to No. 10546 
of its Complaint Docket inquiring in- 
to the fairness, reasonableness, and 
justness of the rates provided by this 
tariff. An order by the Commission 
followed on August 30, 1935 (14 Pa 
PSC 76) which fixed the annual 
revenue allowable at the maximum of 
$27,700. On appeal we reversed the 
order with directions that the find- 
ings, valuations, and rates be re- 
formed so as to permit an annual al- 
lowable gross revenue of $30,050. 
Cheltenham & A. Sewerage Co. v. 
Public Service Commission (1936) 
122 Pa Super Ct 252, 15 PUR(NS) 
99, 186 Atl 149. This court’s opin- 
ion was rendered on July 10, 1936, 
and further appeal to the supreme 
court was sought both by the Com- 
mission and the present appellant, but 
was refused on September 17, 1936. 
The Commission then made an order 
dated November 30, 1936, embodying 
the directions of this court, and appel- 
lant filed a new tariff to become ef- 
fective on January 1, 1937. This was 
the first date since July 1, 1931, that 
appellant did not operate under the 
tariff approved by the Commission on 
April 13, 1931, as complying with its 
order of October 6, 1930, supra. 

On October 17, 1935, pending the 
appeal to this court from the order of 
August 30, 1935, supra, an individual 
patron of appellant and the Glenside 
Home Protective Association, Inc., a 
Pennsylvania corporation of the first 
class, assignee of various other pa- 
trons, filed with the Commission a 
complaint alleging the unjustness and 
unreasonableness of the rates imposed 
by appellant in the past, and praying 
the award of reparations therefor. 
41 PUR(NS) 


After hearing, the Commission en- 
tered an order nisi which sustained 
the complaint on the finding that ap- 
pellant’s rates were unreasonable, op- 
pressive, and extortionate from Oc- 
tober 17, 1933, the 2-year period 
prior to the filing of the complaint, 
until January 1, 1937, and awarded 
reparations for that period. Further 
hearing was ordered to determine the 
damage sustained by the particular 
complainants and other patrons of ap- 
pellant. Appellant’s exceptions to this 
order, except Nos. 6 and 19, which 
have no bearing on the issues here, 
were dismissed, the order nisi was 
made final, and this appeal followed. 

[1] The Commission has moved to 
quash the appeal on the ground that 
the order appealed from is merely an 
interlocutory order, since it did not 
attempt to itemize the damages, if any, 
payable to the particular persons ag- 
grieved, but specifically left the ascer- 
tainment of those rights to a further 
hearing. 

The appeal will not be quashed, and 
the motion is overruled. 

The Public Utility Commission and 
its predecessor under the earlier law, 
the Public Service Commission, have 
apparently accepted the suggestion 
made by this court in Centre County 
Lime Co. v. Public Service Commis- 
sion (1931) 103 Pa Super Ct 179, 
157 Atl 815, and have adopted the 
practice of conducting proceedings on 
reparation complaints in two steps, 
first, hearing and determining wheth- 
er the rate paid in the past was unjust 
or unreasonable, and, second, hearing 
and determining the individual claims 
for refund of both complainant and 
noncomplainant patrons of the util- 
ity. We do not consider the disposi- 
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tion of the first question merely inter- 
locutory. In so far as the Commis- 
sion is concerned it is a final determi- 
nation of the propriety of the utility’s 
conduct in the past in imposing the 
rate complained of. If reparations are 
ordered nothing which subsequently 
transpires before the Commission will 
eliminate the obligation so declared, 
unless it happens that every patron 
claiming a refund either can be shown 
delinquent in payment of the rates 
charged or is met with an equivalent 
counterclaim due the utility. When 
we consider the many complainants in 
the ordinary reparation proceedings 
and the number of patrons of the aver- 
age utility this result is not likely to 
occur. 

In the second step of the proceed- 
ings the evidence, oral and documen- 
tary, is usually extremely voluminous. 
It would seem that the public interest 
would be more efficiently served by 
permitting immediate judicial review 
of the first step than by postponement 
until the completion of the calculations 
and tabulations necessarily required in 
the second. Moreover, the small num- 
ber of reparation proceedings com- 
pared with actions at law guarantees 
against the hopeless prolongation of 
the business of both lower and appel- 
late courts, which historically has been 
the moving consideration against al- 
lowing an appeal from an interlocu- 
tory order, for example, the overrul- 
ing of a demurrer. 

In Baltimore & O. R. Co. v. Public 
Utility Commission (1939) 136 Pa 
Super Ct 517, 31 PUR(NS) 454, 7 
A(2d) 488, we heard and disposed of 
an appeal similar to the present one 
without the question having been 
raised as to whether it was from an 
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interlocutory order. The same situa- 
tion existed in Pennsylvania R. Co. v. 
Public Service Commission (1937) 
125 Pa Super Ct 558, 561, 190 Atl 
367, 369, where, in a reparation pro- 
ceeding, the Commission determined a 
rate paid in the past to have been un- 
just, unreasonable, oppressive, and ex- 
tortionate, but, making no award of 
reparation, ordered that the proceed- 
ing “ ‘be set down for further hearing 
at a time to be designated, to ascertain 
what damages, if any, complainant has 
sustained.’”’ In an opinion by Judge 
Cunningham we said (125 Pa Super 
Ct at p. 562, 190 Atl at p. 370): “Ap- 
pellants contend there was no compe- 
tent evidence that any damages had 
been actually sustained by the com- 
plainant, within the meaning of § 5 of 
Art. 5 of the statute (66 PS § 511). 
The Commission has not undertaken, 
as yet, to pass upon that question, but 
has expressly stated in its order that, 
in accordance with the holding of this 
court in the second Centre County 
Lime Company Case, supra (103 Pa 
Super Ct 179, at p. 188, 157 Atl 815, 
818), it intends to conduct a further 
hearing ‘to ascertain what damages, 
if any, complainant had sustained.’ ” 
In Allegheny Steel Co. v. New York 
C. R. Co. (1936) 324 Pa 353, 19 
PUR(NS) 497, 188 Atl 332, which 
was an action in assumpsit to enforce 
payment of reparations, it was shown 
that on April 5, 1932, the Public Serv- 
ice Commission found rates imposed 
in the past to have been unreasonable 
and determined the extent of the over- 
charge, but did not until April 18, 
1933, after further hearings, make the 
individual awards of reparations. 
These were not paid, and the action at 
law was begun to enforce payment. 
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The lower court refused to admit evi- 
dence that the rates in fact were not 
unreasonable as found by the Com- 
mission, and this ruling was approved 
by the supreme court on the ground 
that the order of April 5, 1932, was 
appealable, and, not having been ap- 
pealed, was conclusive on the question 
of unreasonableness. In an opinion 
by Mr. Justice Linn, supra, the su- 
preme court said (324 Pa at pp. 359, 
360, 19 PUR(NS) at p. 501): “The 
effect of the finding and determination 
in the order of April 5, 1932, was to 
determine that the railroads had com- 
mitted a tort and the obligation to 
make compensation. We think it was 
appealable under Art. 6, § 17 (66 PS 
§ 811). New York & P. Co. v. New 
York C. R. Co. 267 Pa 64, PUR 
1920E 417, 110 Atl 286; Philadelphia 
City Passenger R. Co. v. Public Serv- 
ice Commission, 271 Pa 39, 48, PUR 
1921E 581, 114 Atl 642. The 
order finding the rates unreasonable in 
the amounts specified was a declara- 
tion to which the law annexed the ob- 
ligation to refund the overcharge. It 
is immaterial, in this connection, that 
the statute also provided for a deter- 
mination of the amount and for suit 
in the common pleas to recover it if the 
defendant failed to discharge the obli- 
gation.” 


In support of its motion to quash, 


the Commission cites Philadelphia 
Electric Co. v. Public Service Com- 
mission (1934) 314 Pa 207, 215, 216, 
5 PUR(NS) 247, 252, 171 Atl 690, 
693, where it was said “that no ap- 
peal will lie from its [Commission’s] 
rulings, before final decree, unless the 
jurisdiction of the Commission over 
the parties before it, or of the subject 
matter being considered, is chal- 
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‘lenged.”” In this case there was an at- 


tempt by the utility to enjoin in com- 
mon pleas the Commission’s ruling at 
the inception of a rate case that the 
burden of proof was upon the respond- 
ent utility. We think that what was 
said in Allegheny Steel Co. v. New 
York C. R. Co. supra, renders the 
general language of the Philadelphia 
Electric Company Case, supra, irrele- 
vant and inapplicable. 

Citing as authority Philadelphia 
City Passenger R. Co. v. Public 
Service Commission, supra,, for the 
statement that the order of April 5, 
1932, cited in the Allegheny Steel Co, 
Case, supra, was appealable under Art. 
6, § 17,1 of the Act of July 26, 1913, 
P.L. 1374, as amended, 66 PS § 811, 
suffices to indicate that this order was 
considered by the supreme court to 
be within the description of Art. 6, 
§ 10, 66 PS § 771, “a written finding, 
determination, or order, either dis- 
missing the complaint or directing the 
public service company to sat- 
isfy the cause of complaint . . . ,” 
and immediately appealable under 
§ 17, as distinguishable from the or- 
der in the Philadelphia City Passen- 
ger Railway Company Case, supra, 
which overruled the demurrer of the 
respondent utilities, and directed an 
answer to the merits of the complaint, 
and which was held interlocutory and 
nonappealable. In like manner the 
order from which the present appeal 
is taken may be said to be an appeal- 
able order, and is thus properly be- 
fore this court for review. 





1 This section has been repealed by the Act 
of May 28, 1937, P.L. 1053, § 1502, 66 PS 
§ 1562, but is virtually the same as § 1101, 
Art. 11, of the Act of May 28, 1937, P.L. 
1053, 66 PS § 1431, in so far as the present 
question is concerned. 
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On the merits the order of the Com- 
mission will be modified and affirmed. 

[2, 3] We agree, as it has been 
argued, that the determination by the 
Commission of the propriety or im- 
propriety of the rate, reparation for 
the payment of which is here sought, 
was governed by the Public Service 
Company Law of July 26, 1913, P.L. 
1374, 66 PS § 1 et seq., which was su- 
perseded by the Public Utility Law of 
May 28, 1937, P.L. 1053, effective on 
June 1, 1937, 66 PS § 1101 et seq. 
We so decided in Baltimore & O. R. 
Co. v. Public Utility Commission, su- 
pra, 136 Pa Super Ct at p. 519, 31 
PUR(NS) at pp. 455, 456, where, in 
an opinion by Judge Cunningham, we 
said: “Material changes made are, 
inter alia, that an order of reparation 
may be made ‘in any proceeding in- 
volving rates,’ if the Commission shall 


determine that any rate received by a 
public utility was ‘unjust or unreason- 
able,’ and the Commission ‘need not 
find that the rate complained of was 


extortionate or oppressive.’ As the 
petitions for reparation here involved 
were filed prior to the effective date of 
the new law, and in connection with 
a pending proceeding under § 3 of 
Art. V of the old law, 66 PS § 492, 
instituted for the establishment of rea- 
sonable rates for the future, which was 
terminated on November 25, 1936 
(Manufacturers Asso. of Lancaster v. 
Pennsylvania R. Co., 15 Pa PSC 
495), this appeal must be considered 
and disposed of under the law as it 
stood at the time the petitions were 
filed.” 

The old law placed upon the Com- 
mission the requirement of finding a 
rate unreasonable to the point of its 
being oppressive or extortionate in or- 
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der to award reparations. Centre 
County Lime Co. v. Public Service 
Commission, supra, 103 Pa Super Ct 
at p. 190, 157 Atl 815. But it is also 
true that the scope of this court’s re- 
view of the Commission’s action is 
now fixed by the new law. Under 
§ 22 of the Public Service Company 
Law, as amended by the Act of June 
12, 1931, P.L. 530, § 1, 66 PS § 836, 
in every appeal involving a question 
of reasonableness of rates, we were 
called upon to exercise our independ- 
ent judgment whether the findings of 
the Commission were reasonable and 
proper. See Pennsylvania R. Co. v. 
Public Service Commission, supra. In 
Pennsylvania Power & Light Co. v. 
Public Service Commission (1937) 
128 Pa Super Ct 195, 200, 19 PUR 
(NS) 433, 436, 193 Atl 427, 430, we 
indicated the extent of the review we 
are now called upon to make: 

“By § 1107 of the new law [66 
PS § 1437], designated as the ‘Pub- 
lic Utility Law,’ it is provided that in 
case of appeals to this court, ‘the or- 
der of the Commission shall not be 
vacated or set aside either in whole or 
in part except for error of law or lack 
of evidence to support the finding, de- 
termination, or order of the Commis- 
sion or violation of constitutional 
rights.’ 

“This appeal involves the reason- 
ableness of rates and in such matters 
the new law makes a radical change 
in the scope of the inquiry by this 
court, limiting our inquiry to matters 
of law and thereby placing appeals in- 
volving a question of reasonableness 
of rates on the same basis as other 
appeals. 

“The change is procedural and af- 
fects pending litigation in so far as it 
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is possible to conform to and give ef- 
fect to the change in the law.” 

Although the Commission was re- 
quired to proceed under the old law, 
and, to award reparations, find the 
rate oppressive or extortionate, as it 
here did, a review of its finding does 
not require the exercise of the inde- 
pendent judgment of this court, but 
our review is limited to ascertaining 
whether there was an error of law or 
a lack of substantial evidence to sup- 
port the Commission’s finding. 

[4-9] We are of the opinion that 
there is no lack of substantial evidence 
to support the finding and determina- 
tion of the Commission that the rate 
charged by appellant previous to Oc- 
tober 17, 1935, was unreasonable, op- 
pressive, and extortionate. But we 
are also of the opinion that the Com- 
mission erred as a matter of law in 


fixing the date when the rate can be 
considered to have become oppressive 


and extortionate. As we have previ- 
ously stated, the rate was one fixed by 
a tariff submitted to and accepted by 
the Commission as in compliance with 
its order of October 6, 1930, 10 Pa 
PSC 502, PUR1931A 114, that ap- 
pellant’s gross annual revenue was not 
to exceed $36,140. An element in the 
calculation by which that figure was 
reached was the amount appellant was 
required annually to pay Cheltenham 
township, under contract, for convey- 
ance of the sewage collected in appel- 
lant’s lines through the township sew- 
ers and as its proportionate share of 
the cost of conveyance of the com- 
bined sewage through those of the city 
of Philadelphia and disposal thereof 
by the city’s disposal facilities. Be- 
cause at the time of those proceedings 
there was some uncertainty as to that 
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amount, the order of the Commission 
attempted to meet the difficulty with 
the following provision: “No bills 
have yet been rendered under that con- 
tract, and there is reasonable doubt as 
to the exact obligation that respond- 
ent will be called upon to meet. Un- 
der these circumstances the amount 
claimed by the respondent, $10,940, 
will be allowed until the exact amount 
is determined, at which time a rate ad- 
justment if necessary can be made.” 
(PURI931A at p. 121.) 

Appellant does not dispute that for 
no year did its payments under the 
contract reach the allowance of $10,- 
940. From 1931 to 1934, inclusive, 
the highest amount paid was $7,- 
759.86, and the lowest $7,328.98. Ob- 
viously the annual reports of appellant 
to the Public Service Commission re- 
flecting this experience made the Com- 
mission aware that appellant was earn- 
ing upwards of $3,000 annually in 
excess of the maximum the Commis- 
sion intended to allow, and led to its 
filing the complaint of December 1], 
1934. Previous to this date appel- 
lant’s conduct may have been excusa- 
ble. There is no doubt that the Com- 
mission’s order as to the necessity of 
adjustment of rates is somewhat am- 
biguous, and very likely if the dis- 
crepancies between appellant’s annual 
expenditure and the allowance were 
insignificant, even though in appel- 
lant’s favor, no adjustment would be 
considered “necessary.” But the dif- 
ferences represented a material per- 
centage of appellant’s annual allowa- 
ble income, and the order was not 
clear whether appellant had the duty 
of moving or was justified in await- 
ing the Commission’s action. We do 
not share the view of the Commission 
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in its report and order nisi that it was 
incumbent upon appellant to make a 
voluntary rate adjustment immediate- 
ly upon the first annual ascertainment 
of the unknown quantity of the earn- 
ings formula. It may as well be said 
that the Commission had the duty of 
instituting a complaint on its own mo- 
tion forthwith. If appellant was re- 
miss the Commission was also some- 
what lax; its order was ambiguous, 
and it temporized until December 11, 
1934. After the rate was challenged 
on that date on the Commission’s own 
motion, any doubt on appellant’s part 
as to the meaning of the original order 
should have been dispelled, and its per- 
sistence thereafter constitutes evidence 
of the extortionate and oppressive na- 
ture of the rate. 

It is true, of course, that a finding 
ina proceeding on a complaint against 
the reasonableness of an existing rate 
for the future, governed by § 3, Art. 
5, of the Public Service Company 
Law of 1913, 66 PS § 492, furnishes 
no basis for awarding or refusing 
reparation of payments of the same 
rate in the past, an entirely separate 
proceeding under § 5 of that article 
of the statute, 66 PS § 511. Bell 
Teleph. Co. v. Public Utility Commis- 
sion (1938) 130 Pa Super Ct 514, 
520, 24 PUR(NS) 98, 197 Atl 783; 
Pennsylvania R. Co. v. Public Serv- 
ice Commission, supra, 125 Pa Super 
Ct at pp. 561, 562; Centre County 
Lime Co. v. Public Service Commis- 
sion, supra, 103 Pa Super Ct at p. 185; 
Centre County Lime Co. v. Public 
Service Commission (1929) 96 Pa 
Super Ct 590, 597, 598. 

Our conclusion is not determined by 
the success or failure of the action in- 
stituted by the Commission on Decem- 


ber 11, 1934, but upon the fact that 
appellant on that date had notice the 
Commission considered the existing 
rate unreasonable. In Pennsylvania 
R. Co. v. Public Service Commission, 
supra, we expressed ourselves in a sim- 
ilar manner. In that case it appears 
that two railroads imposed a rate pre- 
scribed by the Commission on July 15, 
1929. On June 27, 1934, the inter- 
vener-shipper filed a complaint against 
the rate as unreasonable for the fu- 
ture, and on July 31, 1935, it filed a 
second petition to cover shipments up 
to July 1, 1935. Both petitions asked 
for reparations. In a consolidated 
proceeding the Commission sustained 
both complaints, and, although order- 
ing a further hearing before making 
an award of reparations, found the 
rate had been unreasonable, oppressive, 
and extortionate from June 30, 1932, 
to June 30, 1935. It appears also, 
however, that in an independent pro- 
ceeding by other shippers against the 
same rate, these carriers, among oth- 
ers, had received notice on October 20, 
1934, of the Commission’s order of 
October 16, 1934, to reduce the rate. 
We held that it was error to fix the 
beginning of the reparations period at 
June 30, 1932 and modified the order 
by making it initially effective Octo- 
ber 20, 1934. In an opinion by Judge 
Cunningham we said (125 Pa Super 
Ct 558, at pp. 567, 568, 190 Atl 367, 
at p. 372): “Appellants had notice on 
October 20, 1934, that the Commis- 
sion, after full hearing, had, in the 
language of § 5 [66 PS § 511], ‘de- 
termined’ that their rate of $2.40 was 
‘unjust and unreasonable.’ They knew 
that under such a finding the Commis- 
sion had ‘power and authority to make 
an order for reparation.” . . . But 
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after the receipt of such notice, appel- 
lants should, under the circumstances 
here present, be held to have taken 
their chances with respect to liability 
for any damages actually sustained by 
the intervener.” 

In the present case it may likewise 
be said that the institution of the com- 
plaint on the Commission’s own mo- 
tion on December 11, 1934, gave ap- 
pellant notice that the Commission had 
determined the rate then charged to be 
unreasonable. We think that for such 
a purpose institution of action on the 
Commission’s own motion was here 
the equivalent of a determination by 
the Commission in favor of a patron’s 
complaint. For the period previous 


to October 20, 1934, in the cited case, 
the carriers were held to have fol- 
lowed a Commission-made rate, and 
thus escaped liability for reparation. 


So, in the instant case, previous to 
December 11, 1934, the rate applied 
under the Commission’s order of Oc- 
tober 6, 1930, supra, and accepted by 
the Commission as complying with this 
order must be considered a Commis- 
sion-made rate. The Commission was 
without power to order reparations 
for any period during which the Com- 
mission-made rate was effective. This 
has been discussed at length in Penn- 
sylvania R. Co. v. Public Service 
Commission, supra, and in Baltimore 
& O. R. Co. v. Public Utility Commis- 
sion, supra, and requires no further 
elaboration. 

[10, 11] Appellant also contends 
that the Commission erred in finding 
reparations payable after the date of 
the filing of the petition, that is, from 
October 17, 1935, until January 1, 
1937. We have been given no author- 
ity which is decisive of this question. 
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The Commission in its brief has re- 
ferred to Turtle Creek v. Pennsyly- 
vania Water Co. (1913) 243 Pa 401, 
90 Atl 194, where, on May 23, 1911, 
a bill in equity was filed alleging an 
increase in rates had been put into ef- 
fect on January 1, 1911, and praying 
reduction for the future and refund 
for the past. The final decree ordered 
a refund from January 1, 1911, up to 
the date of the decree, February 8, 
1913. This may correspond in theory 
to the result reached by the Commis- 
sion in the present case, but since the 
point was not raised or decided in that 
case it is not definite authority for the 
Commission’s finding. We think that 
what was said in Allegheny Steel Co. 
v. New York C. R. Co. supra, in refer- 
ence to a reparation proceeding, is 
more persuasive and determinative 
(324 Pa at p. 359, 19 PUR(NS) at 
p. 501, 188 Atl at p. 335): “The ef- 
fect of the finding and determination 
in the order of April 5, 1932, was to 
determine that the railroads had com- 
mitted a tort and the obligation to 
make compensation.” It is not nec- 
essary to cite any authority for the 
proposition that damages in actions 
ex delicto are not restricted to the pe- 
riod ending with the institution of suit. 
We are convinced that it would not 
serve any useful purpose in securing 
either complete justice and fairness to 
the utility or the orderly administra- 
tion of the business of the Commis- 
sion to require the filing of a second 
reparation complaint to cover the pe- 
riod between the date of the first and 
the determination of the Commission 
unless evidence is adduced, either in 
the proceeding under the first com- 
plaint or previous to the determina- 
tion, of a change in circumstances rele- 
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changed materially. 
[November 24, 1941.] 


PPLICATION for motor carrier permit; hearing denied until 
v \ evidence of changed conditions shall be presented. 


the Colorado Motor Carriers’ Asso- 
ciation; A. J. Fregeau, Denver, for 
Weicker Transfer and Storage Com- 


pany. 


APPEARANCES: George Apple, 
Fort Lupton, pro se; Hellerstein and 
Gertz, by A. J. Gertz, Denver, for 
Fred Rein, Jr.; John Love, Denver, 
for the Common Carrier Division of 
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By the Commission: The instant 
matter was set for hearing in Greeley, 
Colorado, on November 5, 1941, and 
when called for hearing, applicant 
stated that he desired to have the hear- 
ing vacated and set at a later date, due 
to the fact that he was unable to have 
his witnesses present as they were busy 
harvesting sugar beets. 

On behalf of protestant, Fred Rein, 
Jr., a written protest and objection 
was filed alleging, inter alia, that the 
instant application was a mere dupli- 
cation of a former application filed by 
applicant, which was denied on Au- 
gust 23, 1941, by the Commission ; 
that the territory which applicant seeks 
to serve is now being adequately and 
satisfactorily served by several com- 
mon carriers, including protestant, and 
that all the shippers in the territory are 
satisfied; that more service is now 


available than the vicinity requires; 
that applicant has been operating with- 
out authority, and that the Commis- 
sion should dismiss the application. 

In addition to this, a written pro- 
test with similar allegations was also 
filed. 


Said protest and objection were 


overruled by the Commission, and the 
hearing vacated. Whereupon, counsel 
for protestant Fred Rein, Jr., then 
moved that the Commission require 
applicant to show that conditions had 
changed since his prior application be- 
fore setting the matter for hearing 
again. We believe this motion is well 
taken. While it is true that the deci- 
sions of the Commission are not res 
judicata, yet it is certainly within the 
discretion of the Commission not to 
hear identical applications time and 
time again without some showing to 
the effect that conditions have changed 
to some material extent. See Greeley 
Chamber of Commerce v. Union P. 
R. Co. VI. (No. 18) Colo PUC 411; 
Re Greeley Transp. Co. (Colo) PUR 
1925E 814, and Application No. 
2916—PP—A, Decision No. 7657, 16 
PUR(NS) 511. 

After a careful consideration of the 
record, the Commission is of the opin- 
ion, and so finds, that applicant, 
George Apple, should file with the 
Commission the documentary evidence 
hereinafter set forth, before the in- 
stant case shall again be set for hear- 


ing. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Edison Light & Paws Company 


[Complaint Docket No. 12697.] 


Dividends, § 6 — Right of affiliate to declare — Insolvency of parent company. 
A wholly owned subsidiary was authorized to pay a dividend on common 
stock to the parent company and to pay interest owing on indebtedness 
to such company notwithstanding that the parent company was in bank- 
ruptcy with little or no assets other than the common stock and a million 
dollar 6 per cent note of the subsidiary to secure $5,000,000 in bonds out- 


standing. 


(BucHANAN, Commissioner, dissents.) 


[November 5, 1941.] 


PPLICATION for authority to declare dividends and to pay 
A indebtedness owed parent company; granted. 


By the Commission: On May 23, 
1939, 29 PUR(NS) 75, the Com- 
mission issued an order in this pro- 
ceeding prohibiting the payments of 
dividends by Edison Light & Power 
Company until further Commission 
order, which, inter alia, also permitted 
certain payments on account of inter- 
corporate indebtedness. The matter 
is now before us on on request of 
Edison Light & Power Company for 
permission to declare and pay a divi- 
dend of $31,000, and in addition to 
pay $31,570 for accumulated unpaid 
interest on indebtedness, a total re- 
quest payment of $62,570. The 
money will be used to pay one-half of 
the semiannual interest due December 
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¥ 


1, 1941, on York Railways Company 
bonds, and $6,712.50 will be returned 
to Edison Light and Power Company 
in the form of interest on railways 
company bonds held by Edison Light 
& Power Company. Upon considera- 
tion of the matters and things in- 
volved the Commission finds that 
these payments by Edison Light & 
Power Company do not appear detri- 
mental to the public interest; there- 
fore, 

Now, to wit, November 5, 1941, it 
is ordered: That Edison Light & 
Power Company be and is hereby per- 
mitted to declare and pay a dividend 
to York Railways Company in the 
amount of $31,000 and to pay $31.- 


41 PUR(NS) 
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570 to cover unpaid interest owing on 
indebtedness to York Railways Com- 
pany. 

Dissenting Opinion 

BuCcHANAN, Commissioner, dis- 
senting: Edison Light & Power 
Company is 100 per cent owned by 
the York Railways Company. The 
latter company is in bankruptcy with 
little or no assets other than the com- 
mon stock and a million dollar 6 per 
cent note of the Edison Light & 
Power Company to secure $5,000,000 
in bonds outstanding. 

It is now proposed that Edison pay 
$31,570 as interest on the million dol- 
lar note and declare a dividend on its 
common stock of $31,000, making a 


total payment of $62,570 for the pur- 
pose of paying interest on York Rail- 
ways bonds. This is wrong for two 
reasons : 

First, any payment should be on the 
interest and principal amounts of the 
indebtedness of the Edison Light & 
Power Company to York Railways 
and nothing as a dividend. 

Second, Edison Light & Power is 
faced with a further reduction in its 
rates pursuant to Commission com- 
plaint. Reparation claims will cer- 
tainly be in order and the free cash, 
which would go then to the consumer, 
will be lacking through this dividend 
to an overcapitalized and bankrupt 
holding company. 
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,.. when Grinnell Mulsifyre 


may save months of crip pled service! 


It’s no easy matter, these days, to get 
replacements or repairs of any oil trans- 
former, generator or circuit breaker that 
“goes up in smoke”, Delays created by 
equipment makers’ defense business may 
mean grief to you. 

Handicaps like this to your production 
facilities can now be prevented by equip- 
ping all oil-bearing devices with Grinnell 
Mulsifyre . . . an original development by 
the pioneers of automatic sprinkler fire 
protection, It “kills” oil fires with water! 

The instant a Mulsifyre System is turned 





GRINNELL 


Automatic Sprinkler Fire Protection 


on, either manually or automatically, a 
driving spray of water strikes the oil... 
churns the surface into a non-flammable 
emulsion . . . snuffs out fire in a matter of 
seconds, to block any major damage. Simple 
... fast... positive! Within a few hours, 
the emulsion breaks down, separating the 
oil, unimpaired, from the water. 

Write for detailed folder on this remark- 
able fire protection system. Grinnell Co., 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities of the 
United States and Canada. 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





“il 


Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


$7,500,000 


ae power service to the war industries 
of the southland will be reinforced by a 
$7,500,000 construction and improvement pro- 
gram by the Southern California Edison com- 
pany, Ltd. The accelerated war program, 
which is reflected in virtually every phase of 
the company’s operations, has been met by 
plans for greater development of power re- 
sources and service facilities for the current 
year, according to Harry J. Bauer, president. 

The amount of electricity available for this 
region’s war industry and for normal growth 
requirements will be increased early this year 
by the addition to the company’s generating 
facilities of a new unit at Boulder dam. This 
will be the company’s third generator at the 
dam and will add 82,500 kilowatts of capacity 
to Edison’s interconnected, hydroelectric and 
steam-electric generating system. 

The added power will be brought to South- 
ern California over the company’s second 233- 
mile major transmission line, which was com- 
pleted three months ago. The company’s two 
transmission lines, connected by a crossover 
station midway between Boulder dam and the 
company’s receiving station at Chino, repre- 
sents double certainty of service. 

Boulder dam power will be brought directly 
into the metropolitan industrial area over a 
new 34-mile major transmission line now under 
construction. 

Also included in the 1942 construction plans 
is a major addition to transformer capacity at 
substations and at many factories. The instal- 
lation of additional transformer capacity at 
various distribution substations to meet the 
electrical needs of smaller industries and war- 
time housing projects also is on the program. 


¥ 


Equipment Notes 


Egry Controller Speeds Up Billing 

Among the many widely used Egry Systems 
by public utilities is the Egry automatic con- 
troller for the Elliott Fisher billing machine. 
No change in Elliott Fisher construction or 
operation is necessary to attach or detach the 
controller. Electrically operated, the Egry 
controller automatically feeds multiple copy 
forms on to the billing machine platen in per- 
fect alignment to predetermined lengths. When 
the typed form is completed, a touch of a foot 
button starts the controller. The written form 
is ejected and detached, while the succeeding 


form, in accurate length and alignment, is in 
position ready for immediate typing. Time and 
labor are saved. Billing is speeded up because 
all the time of the operator is productive—no 
time is lost in manually aligning forms, 

Two controller models are offered: ‘The 
Egry Automatic is electrically operated; the 
Tru-Feed is manually operated. Both command 
favorable consideration by all who wish to im- 
prove the performance of present billing 
equipment. 


Carries Drums Safely 

A “Little Giant” model has been added to the 
line of material handling equipment offered 
by the Ernst Magic Carrier Sales Co., 1456 
Jefferson Ave., Buffalo, N. Y 


Has Carrying Capacity Up to 600 Pounds 


This model was designed and constructed 
for handling litherage drums which are 
principally used as containers of white lead, 
oxides and similar heavy materials. 

Built into this new model are the same 
proved, exclusive features found in the larger 
models, These features produce new money- 
saving, time-saving and ‘labor-saving advan- 
tages that have won favor for these patented 
carriers throughout industry. 

One man, using only one hand with an Ernst 
Magic Carrier takes the place of several men 
formerly required to break-over, balance and 
move drums. In addition, all accidents com- 
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For hanging traffic 
signals, installing 
lighting fixtures, ser- 
vicing trolley wires, 
trimming trees and 
similar jobs. 


Platform can be ele- 
vated 65 degrees to 
enable men to work 
at height of 23 ft. 10 
in., or extend to handle 
job 12 ft. 8 in. from 
side of truck; turn- 
table swings complete 
360 degrees. 


NOW it’s the 
AMERICAN - 
SEAGRAVE 
Aerial Platform 


LADDER 


American acquires this 
famous Heavy-Duty 


Two-Man Ladder 


Roomy platform allows two or 
more men to work efficiently and 
safely ... It reaches over parked 
cars to lights on the curb... 
Perfectly safe for the heaviest 
jobs in any position . . . Steps 8” 
wide (not rungs) are always 
horizontal at any elevation . . . Guard rails 28” 
high on both sides of ladder and around platform 
afford full protection . .. Ladder may be mounted 
with body to meet any requirement . . . Available 
with either hand-wheel or hydraulic power to 
elevate ladder. Send for Bulletin L-1, just off the 
press. 


The American Coach & Body Co. 


Woodland Ave. at E 93d St., Cleveland, Ohio 


PUBLIC UTILITIES EQUIPMENT 


FOR MOTOR VEHICLES 
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mon to handling loaded containers are pre- 
vented by the simple lifting device and tri- 
wheel arrangement built into these carriers. 

Combined with these safety features are 
easier, speedier, less work, lower cost factors 
that are important in stepping up production 
in materials handling. 

This new Little Giant model with capacity 
up to 600 pounds provides a wide range of 
Ernst Magic Carriers with capacities up to 
1500 pounds. 


New Motor Operated No Load Tap 
Changer for Furnace Transformers 


Pennsylvania Transformer Company has de- 
veloped a new motor operated no load tap 
changer for furnace transformers, which in- 
corporates many new safety features. This new 
tap changer is operated by remote control and 


Tap Changer Has New Safety Features 


is interlocked with an oil circuit breaker so 
that it cannot be operated while the trans- 
former is energized. Compartment doors are 
also interlocked with the circuit breaker so 
that it is impossible to get into the compart- 
ment while the transformer is energized. 

If the power supply to the motor fails, or 
if the motor windings should burn out, the tap 
changer can be operated manually by a crank 
which is furnished with a dial type position 
indicator which is visible through a glass win- 
dow located in the compartment doors. For 
remote position indication either a Selsyn type 
indicator is furnished, or individual pilot lights 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











for various tap changer positions, depending 
on what arrangement is most desired by the 
customer. 

For further information write the Pennsyl- 
vania Transformer Company, 808 Ridge Ave- 
nue, North Side, Pittsburgh, Pa. 


Rotating-T ype Limit Switches 

The General Electric Company has an- 
nounced the addition of two new forms to 
its line of CR9441-C2 rotating-type limit 
switches. One form is for Class 1, Group D 
hazardous gas locations and the other is for 
applications requiring water-tighteners. The 
new switches are both housed in heavy, flanged, 
cast-iron enclosures. 

The mechanism of the switch is adjusted to 
operate the contacts between a minimum of 
one-half turn of the driving shaft and a maxi- 
mum of 120 turns. Indefinite overtravel will 
not harm the switch mechanism. 

Double-break, fine-silver contacts clean 
themselves ig Page and closing with a rock- 
ing motion. New contact tips can be installed 
with a screwdriver. 

One double-break contact is located at each 
end of the travel, and can be made normally 
closed, or normally opened without additional 
parts. A large (#-inch) conduit entrance and 
roomy box make for rapid and easy wiring. 


Indoor Watthour Meter Protector 


For preventing damage due to lightning 
surge voltages, a new indoor watthour meter 
protector is announced by Westinghoue Elec- 
tric and Manufacturing Company. 

Known as type A, the unit has a line to 
ground rating cutoff of 500 volts rms, a 60- 
cycle gap breakdown of 800 to 1200 volts rms, 
and a discharge capacity of 20,000 amperes 
crest. Circuit voltage range is from 110 to 
575 volts on 3 phase circuits. 

Consisting of an assembly of porous block 
elements and series gaps, the protector is en- 
closed in a round aluminum case filled with a 
non-inflammable compound. The design can be 
mounted by a conduit through one of the 
knockouts in a connection box on which the 
watthour meters are mounted. 


New Kelvinators Announced 


A new line of refrigerators in seven and 
nine cubic foot sizes is announced by Kel- 
vinator. Priced from $149.95 for the seven- 
cubic foot model to $259.95 for the big nine- 
cubic foot “Moist Master,” the new Kelvina- 
tors have more features, more storage room 
and more value in every respect than previous 
models, according to the manufacturer. 


Tank Firefighting Device 


A new fire fighting aid, the Evertite mixing 
chamber designed especially for easy installa- 
tion on modern oil storage tanks of the pres- 
sure type, is announced by the American-La- 
France-Foamite Corp., Elmira, N. Y. Its pur- 
pose is to provide a simple yet effective method 
of applying a blanket of fire-smothering foam 
to burning oil surfaces. : 

The mixing chamber derives its name “Ever- 
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HE PERMANENT character of 

the Durant Insulated Piping 
System is not based solely on the 
design of the factory-fabricated 
units. Full consideration has been 
given to the varied requirements 
of field assembly. The accompany- 
ing installation photographs of a 
two-pipeline anchor are illustra- 


insulated joints are being sealed 
with asphalt a full inch thick. 
After pouring, the pipes with steel 
anchoring channels are encased 


tive of the engineered adaptability 
of the D.I.P. system. 


In the large illustration, the two 


in mass concrete to provide the 
inexpensive, effective anchor 
shown above. 


Send for the Ehret D.I.P. Booklet. It contains full informa- 
tion on this modern system of underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 
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tite’ from the fact that an inspection cap can 
be removed, and a sealing diaphragm in- 
spected, without releasing tank pressure. 


New Mitchell “Victory” Fluorescent 
Industrial Unit 

The latest contribution by Mitchell Manu- 
facturing Company, ‘Chicago, to industrial 
lighting for war production is “The Victory,” 
a new fluorescent industrial fixture featuring 
a porcelain enamel reflector of one-piece, 
seamless, non-welded construction. 


Features One-Piece Non-Welded Construction 


The new fixture is made in two models— 
No. 2034 using two 40-watt fluorescent bulbs, 
and No. 2035 using three 40-watt bulbs. Both 
are high intensity, high efficiency units, ideal 
for high lumen per watt performance. Glare is 
eliminated from all normal viewing angles by 
a 134 degree cut-off. The units are made of 
heavy gauge vitreous steel, with triple-coated 
vitreous porcelain enamel reflector. They are 
easy to maintain and service because the re- 
flector is quickly detachable from the housing 
by removing two wing nuts. The units are 
power factor corrected and have the latest, ap- 
proved ballasts and starters, 110-125 volts, a.c. 
60 cycle. Also available for 50 cycle operation, 
or for 220-250 volts. Both units are Fleur-O- 
Liers and also are approved by Underwriters’ 
Laboratories. 


Westinghouse 1942 Refrigerators 

The 1942 Westinghouse refrigerator line 
recently announced is confined to six models, 
four of seven cubic foot size and two of nine 
foot size. Usability, quality and appearance 
are maintained and thrifty use is made of 
critical metals and other materials in demand 
for war-time needs. To conserve time and 
equipment during the emergency period, the 
usual extensive re-tooling of production 
machinery was not undertaken in producing 
the 1942 models. 





70 MASTER-LIGHTS 


© Electric Portable Hand Lights. 

®@ Repair Car Spot and Searchlights. 

© Rmergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








Manufacturers’ Notes 


Timken-Detroit Axle Maintenance Program 

An extensive axle maintenance program to 
extend the life of trucks, trailers and buses 
during the emergency has been announced by 
W. F. Rockwell, president of the Timken- 
Detroit Axle Company. 

The program is the culmination of several 
years of specialized testing and research work, 
results of which will be put into the hands of 
trucking companies, fleet owners and opera- 
tors, and maintenance men. 

The importance of proper axle maintenance 
will be forcefully brought home to truck users 
in advertising and other literature, and by con 
tacts of Timken field and service representa- 
tives, 


National Postal Meter Expands 


The National Postal Meter Company, Inc., 
which recently moved its general offices and 
factory to Rochester, N. Y., from Los Angeles, 
Calif., now announces purchase of the assets 
of the Multipost Company, which has been en- 
gaged in the manufacture of mailing equip- 
ment in Rochester since 1910. According to 
Chas. R. Ogsbury, president of NPM, this 
change is part of the company’s plan to pro- 
vide complete mail room service. Metered 
mail machines, postal scales and mail room 
equipment have heretofore been included in 
the NPM line. 


G-E Transformer Division Appointments 


Appointment of Harry F. McRell as assis- 
tant manager of General Electric’s transformer 
division of the central station department, and 
the promotion of Harold M. Jalonack to suc- 
ceed him as manager sales for distribution 
transformers and feeder voltage regulators, 
was announced recently by L. R. Brown, man- 
ager of the company’s transformer division. 

Mr. McRell has been connected with the 
General Electric Company continuously since 
1910, when he entered the G-E “test” course 
at Pittsfield, Massachusetts. Mr. Jalonack en- 
tered G-E “test” after graduating from Syra- 
cuse University in the class of 1917. 


Marberry Heads Timken Advertising 


R. M. Marberry, sales promotion manager 
of the Timken Silent Automatic Division, has 
been appointed advertising manager of The 
Timken-Detroit Axle Company. In his new 
capacity, Mr. Marberry will direct all ad- 
vertising for Timken axles and brakes, and 
for Timken Silent Automatic oil heating prod- 
ucts. 


SAE Elects Herrington President 

The Society of Automotive Engineers has 
elected A. W. Herrington president for 1942. 
Mr. Herrington is the head of the Marmon- 
Herrington Company, Indianapolis, Indiana, 
manufacturers of highly specialized automo- 
tive equipment for difficult civilian and mili- 
tary services. He is also chairfnan of the board 
of directors of the Merz Engineering Com- 
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In the present crisis, transformers are called upon to 
play a vital role. They must meet the greatly 
expanded power requirements of Industry as never 
before! Breakdowns, delays, interruptions of any 
kind, cannot be tolerated! 
We at Pennsylvania sense this vital need. 
We are building into our product assured 
dependability of performance that 
springs from vast experience and expert 
engineering skill. With us the 
question is not how will it profit us, 
but how will it profit the 
nation? That is the keynote 
of our earnest endeavor to 
build the most reliable 
transformers... and to 
build for Victory! 


TRANSFORMER COMPANY 


808 RIDGE AVE. N S., PITTSBURGH, PA. 
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pany, a Marmon-Herrington subsidiary, spe- 
cializing in the manufacture of precision 
gauges, instruments and machines. 

Mr. Herrington is well known for outstand- 
ing accomplishments in the field of automotive 
engineering. His intimate acquaintance with 
military transport problems throughout the 
world, gained during the first World War and 
since that\time in frequent business trips to 
Europe, North Africa and the Near and Far 
East, will be of inestimable value to the So- 
ciety and the country in the difficult days 
ahead: 


Approves Standards for Gas Appliances 
- . Three, new standards for gas burning appli- 
ances (gas counter appliances, hot water heat- 
“ers, ‘and ‘attachable gas water heating units) 
-sywererecently approved by the American 
. Standards :Association as a part of a compre- 
hensive program which during the past six- 
teen years has greatly increased the efficiency 
tef: gas. burning: eqiupment and has led to a 
greater.aceeptance on the part of the public. 
These standards today cover all of the com- 
monly used! gas appliances. In fact, more than 
90 per cent of the appliances on the market 
conform to these standards. 


Silex Awards Defense Bonds 


Prize awards totaling $1,750 in Defense 
Bonds have been announced by the Silex Co., 
Hartford, Conn. 

A $1,000 U. S. Defense Bond, first prize 
in the annual sales contest was won by Richard 
C. Shinnick, Boston district. Mr. Shinnick, one 
of the oldest Silex salesmen in years of serv- 
ice, was the winner by a narrow margin over 
Douglas Lapham, Hartford district, one of the 
youngest Silex men. The second prize, 
awarded to Mr. Lapham, was a $500 U. S. De- 
fense Bond. 

Third prize, a $250 Defense Bond, went to 
Robert Short, St. Louis district. 

Prizes were awarded on the basis of great- 
est percentage of increase over 1940 sales. 


Lamp Expert Joins Save Electric Corp. 

Dr. Robert Beer, for twenty-two years 
works manager for the largest incandescent 
lamp manufacturing company in Europe—the 
Osram Lamp Works in Vienna—has joined 
the engineering department of the Save Elec- 
tric Corp., Toledo, Ohio, for the dual purpose 
of enlarging both quality inspection and re- 
search departments. Dr. Beer is a recognized 
authority on tungsten, molybdenum, and other 


materials entering into incandescent lamp- 
making. He will also be identified particularly 
with further research and development of the 
corporation’s two exclusive specialities, the 
Insect Repellent Lamp and the new Verd-A- 
Ray incandescent lamp. 


G-E Advertising Changes 


Major Boyd W. Bullock, advertising man- 
ager of General Electric Company’s appliance 
and merchandise department, Bridgeport, 
Conn., will go into active army service Febru., 
ary 15th. 

Glenn Gundell, who has been assistant to the 
advertising manager, will be in charge during 
Major Bullock’s absence. Major Bullock’s 


service record of nearly 20 years with General 
Electric Company started in the publicity de- 
partment at Schenectady, where his first as- 
signment was market research and analysis. 


Warns Against Cadmium Plating in 
Cooking Utensils 


Because of outbreaks in food poisoning, the 
Federal Security Agency has advised manu- 
facturers against using cadmium, a substitute 
for aluminum, in plating cooking utensils and 
refrigerator containers, Federal Security Ad- 
ministrator Paul V. McNutt announced re- 
cently, 

Mr. McNutt said the Food and Drug Ad- 
ministration, and the United States Public 
Health Service, following an investigation of 
outbreaks, have found they were due to cad- 
mium, which they said contained a poisonous 
substance causing severe illness when taken 
in food, even in small amounts, 


WPB Aids Small Manufacturers 


A series of clinics to show small manu- 
facturers how they can turn their facilities 
to war production are being held by the War 
Production Board in major industrial centers. 

These informal meetings are intended to 
create a setting for negotiations between prime 
contractors and prospective sub-contractors. 
They help contractors find additional manu- 
facturing facilities. They educate small manu- 
facturers on how their own tools may be put 
to use in turning out parts without which tanks 
cannot run nor guns be fired. Further, they 
point the way to many small companies of how 
to remain in business by converting their 
manufacturing talents from the making of 
non-essential civilian products—for which it is 
difficult or impossible to obtain materials—to 
the fabrication of war equipment, which has 
first call on critical materials. 
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Maintenance 





WHEAT 


Rechargeable Spotlight 


KOEHLER MANUFACTURING CO. Martboro, Mass. - 


25,000 Beam C.P. 
2,500 Ft. Beam 
12 A.H.—4 Volt 
Weight 6 Ibs. 
1,000 Hours 
Battery Life 
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ae, -—s- Meter Testing 
reduces 


acco unted-for Water” 


31.7% 


T one waterworks plant water meters had been 


neglected for years. An active campaign was 
instituted to put these meters back in first class con- 
dition. The result was a decrease in unaccounted-for 
water from 49% to 17.3%. Revenue was increased 
from $0.127 to $0.173-per thousand gallons delivered 
into the distribution system — without any raise in 


rates. 


ARATE SE NRA RE 
YOU can make the most of your old Tri- 

dent Meters through Trideni’s principle 

of interchangeability. You can put them 

back in first class condition with modern 


interchangeable parts. 


NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE, DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Lid., 345 Serauren Avenue, Toronto, Canada. 


ES EE 
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DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 


Founder of Tree Surgery 


Man Shortage 


With the war and all, it looks 
like there won't be enough 
tree trimmers left to go all 
the way around. Some won't 
be able fo find replacements. 
We're still getting them. 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 




















INSIST ON 


farsons 


Papers 
FOR YOUR 


Forms 
Records 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 
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Catalogs and Bulletins 


Switching and Protective 
Equipment Catalog 

Hi-Voltage Equipment Company, Cley. 
land, Ohio, has compiled a new hand book 
and catalog of switching and __protectiy 
equipment for use in the design and constrye. 
tion of outdoor stations. The book is wel] ji 
lustrated with photographs and dimensional 
drawings. 

The sections devoted to operating mechap. 
isms and mountings have been prepared 
manual for members of the engineering 
departments, 

Copies may be obtained by writing to Hy 
Voltage Equipment Company, 2891 East 70h) 
St., Cleveland, Ohio, stating company affiliq’ 
tion. 


Truck Tire Service Handbook 


A booklet just published by the B. F. Good. 
rich Company provides new data on obtaining 
maximum service from truck tires. The book 
let is available at no charge to truck operators 
upon request. 

Called the Operator’s Handbook, the book. 
let is unusually timely because of the United 
States Government’s war-program of rubber 
conservation. 

Main feature of the publication, because of 
the vital need of tires to keep the nation’s 4- 
590,000 trucks rolling, is a 15-page section deal- 
ing with “Factors Governing Truck Tire Serv- 


Included in the special section of the book- 
let, are charts and tables portraying the value 
of proper inflation and loads, the dangers in 
over- and under-inflation, mis-matching of dual 
tires, causes of uneven tread wear, and the ef- 
fect of overloads and excessive speeds in gen- 
erating heat, prime enemy of rubber. 


Ashcroft Gauge Catalog 

The 1942 Ashcroft Gauge Catalog has just 
come from the press. It contains listings of 
numerous new gauges, streamlined gauge 
cases, gauges for special services and a con- 
plete listing of Dura-Gauges. 

In addition to these listings, the new cata- 
log illustrates the various gauge testers and 
numerous accessories required, by all gauge 
users. 

A copy of the 64 page Ashcroft Gauge Book 
will be sent to any gauge user interested if 
they will address the manufacturer, Manning, 
Maxwell & Moore, Inc., Bridgeport, Conn. 


G-E Publications 

The following publications have recently 
been issued by the General Electric Company, 
Schenectady, New York: : 

“GF” Gas-Filled Cable (GEA-3652) ; FH 
Cubicles (GEA-3658) ; D-C Cable-Fault Re 
duction and Localization Set (GEA-368/); 
Standard Network Units (GEA-3686) ; Step 
Voltage Regulators (GEA-1577F) ; Electrit 
Equipment for Pipe Thawing (GEA-2059B); 
Polyphase Power-Directional Relays (GEA: 
2827A); and New Metal-Clad Switchgear for 
Oil Refineries (GEA-3649). 
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recently 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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EVERY INDUSTRY, every responsible man in in- 
dustry, has the present duty of answering 


two questions, 


FIRST ONE IS: Are we, am I personally, doing 
everything within my power for the war? 
Our answer here at Alcoa is a plain, un- 
qualified, yes. 


NEXT QUESTION IS: What are we doing about 
the day when we will all need business, 
which is the polite way of saying, when 
millions of jobs will be needed for the boys 
who come back, and for the boys who 
stayed back to make the weapons. 


IMAGINEERING, you know, is the word we 
have coined to define what we business 
people have all got to do about the future; 
about the products we are going to make 
and the services we are going to be able to 
offer when this war is over. Imagineering is 


imagination plus engineering. 


THE JOB HOW DO YOU DO IT? One way would be 


AQUMINUM, 1S : : to figure out, now, how to take advan- 


Inst, 
ra BEING 


ano YOu 


~ ALCOA 
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tage of all the aluminum that is going 
to be available. 


QUICKEST WAY TO GET AT IT is to take one of 
your products or a piece of equipment that 
“just couldn’t’”’ be made of aluminum, and 
ask yourself, Why not? 


MEANING, OF COURSE, why not light; why 
not stronger for the same weight; why not 
resistant to corrosion, and so on, ad infini- 
tum. The first man in any line of business 
who calls tradition a liar, and things-as- 
they-are a millstone, is the man who is 
going places; the man who is going to make 
peacetime pay rolls. 


THAT'S IMAGINEERING AT WORK. We’ve got 
some ideas here at Alcoa. We're trying to 
pass them out, We are looking for men who 
have made themselves receptive by doing 
some solid Imagineering on their own hook, 
in their own fields, 


Aluminum Company of America, 2134 Gulf 
Building, Pittsburgh, Pennsylvania. 


ALUMINUM 
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OPERATE YOUR DOORS FROM 


The rugged Kin- 
mearyMotor 
Operator Does 
the Work! 


You can speed up traffic, step up efficiency, and boost savings in 
labor-time in your plant with doors that can be opened from any 
number, of convenient points! And Kinnear Rolling Doors have 
many other advantages. They open upward, saving valuable 
floor, wall.and ceiling space, and staying out of reach of damage. 
Their rugged, all-steel, interlock- , 

ing-slat construction has proved its 

remarkably long life and low main- 

tenance — and.it gives you extra 

protection against.fire, intrusion, 

sabotage, wind, wéather and acci- 

dental damage. Built any size, to 

meet any service door réqiiiremeni 

in old or new buildings. Write for. 

details or recommendations. Sénd’ 

for Catalog! 


The KINNEAR MFG. CO. 
2060-80 FIELDS AVE., COLUMBUS, OHIO 


SAVING WAYS 
IN DOORWAYS 
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Faith in THE Future 


OF MODERN METERING 


February 12, 19 


Frith in the 
operation of the electric utility 
watthour meter manufacturers, 
sign and development of the 
meter well ahead of meterir 
Thanks to this faith and coopé 
meters built today are fully ca 
load conditions for some time 
normal times are once more 1 
are sure to be, watthour meters 
their important part in system 4 


SANGAMO ELECTRIC COMPANY 


ee Yee fe ate 





Now ... the complete, one-volume key to 


PENeP Pep 


18 chapters cover: 


Dielectric Phenomena 

Theories of Dielectric Behavior 
Factors Affecting Dielectric Behavior 
insulating Materials 

industrial Motors and Generators 
Large Rotating Machines 

Control Apparatus 

Transformers and Reactors 
Cireuit-breaker Principles 
Cireuit-breaker Constructions 


« Transmission-line Insulators 


Lightning Arresters 

Capacitors 

Heating Appliances 

Lamps and Tubes 

Meters, instruments, and Relays 
Insulating Testing 

High-voltage Testing Equipment 


INSULATION 


—kinds, applications, testing, theory 


Here is a new and helpful guide for all concerned with the design and use 
of electrical apparatus—a book that covers all aspects of its insulation— 
concisely reviews the theory—describes and compares the materials—and 
gives complete details of the insulation problems present in all types of 
electrical apparatus and how they are solved. 


INSULATION OF ELECTRICAL APPARATUS 


By Douglas F. Miner 


George Westinghouse Professor of Engineering 
Carnegie Institute of Technology 


450 pages, 6 x 9, 306 illustrations, $5.00 


This book bridges the gap between the more theoretical treatments of dielectrle 
phenomena and the needs of engineers and designers for data on present-day insulation 
practices. 

From it the reader can get everything necessary to an intelligent approach to insult- 
tion problems—a correlation of the theoretical and the practical—plus many facts and 
data to help in design or selection of electrical apparatus. 

The section on applications is presented in great detail—covers many specific type 
of apparatus, breaking each one down to show every insulation requirement and bet 
practices in handling it. 

Send check, money order or cash to 


PUBLIC UTILITIES FORTNIGHTLY, MUNSEY BLDG., WASH., D. ©. 
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 BHOOSIER ENGINEERING COMPANY 


“™ I CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Ayo Canadian Hoosier Engineering Company, Lid. 
\ Montreal 


ERECTORS OF TRANSMISSION LINES 
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605,000 LBS./HR BOILER PULV. COAL FIRED 
1350 LBS. PRESSURE 950°F. STEAM TEMPERATURE 


THE BAYER COMPANY. 


ST. LOUIS, MISSOURI 
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| TO TRANSPORTATION 
IS SERVICE TO THE NATION 


AMERICA’S TRUCKS are challenged 
today with the task of doing double- 
duty and hauling at double-quick time 

extra hours, more trips, faster 
schedules. 


The trucks now on the job must carry 
the big load, for there will be fewer and 
fewer new ones available for replace- 
ment! Here’s the practical way to keep 
your trucks on the job: 


Give your trucks prompt service when 
they need it. Give them the best service 
you can get—the kind you find at Inter- 
national’s 250 Company-owned service 
bases and at thousands of International 
dealer service stations. Triple-Diamond 
Service — with new efficiency to keep 
America’s trucks rolling! 


Rely on International’s trained per- 


tt Hesse : sonnel, modern equipment, and complete 
We, the Servicemen of stocks of first-quality parts. Keep 


INTERNATIONAL America’s trucks rolling for VICTORY! 
will give our best to keep 
America’s trucks rolling!” INTERNATIONAL HARVESTER COMPANY 
. ees Sk ‘ 180 North Michigan Avenue Chicago, Illinois 
SEE RR SR RN 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








oerox FOLD, Bacon s Davis, anc. mare casm 


CONSTRUCTION £ . APPRAISALS 
OPERATING COSTS ngincers INTANGIBLES 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHICAGO 








J. H. MANNING & COMPANY 


120 Broad Field Buildi 
how Yack” ENGINEERS " A nag 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS *° CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e CHICAGO e HOUSTON e¢ PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 

















THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 
NEW YORK NEW ORLEANS 











BARKER & WHEELER, ENGINEERS EARL L. CARTER 


DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 


MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 


11 PARK PLACE, NEW YORK CITY Original Cost Studies. 
36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 


4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y. 


Erecting Engineer 








H. T. CANFIELD FRANcis S. HABERLY 
ENGINEERING ASSOCIATES ENGINEER 
Economic and Business Reports Appraisals—Original Cost Accounting— 


Investigations, Valuations, Cost Studies, Rates tes jation ends 
Regulatory Problems. and Proceedings R Depreciati Tr 


61 BROADWAY NEW YORK 122 SournH Micuican AveNvug, CHicaco 
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JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 





© 





J. W. WOPAT 


Consulting Engineer 


Construction Supervision 
Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 

















A complete man- 
ual of central 
station practice 


Editor-in-Chief 
CLARENCE H. 
SANDERSON 


Asst. Electrical Engineer, 
The New York Edison 
Co.; Fellow, American 
Institute of Electrical 
Engineers. 


Assisted by a Staff of 
Electrical Engineering 
Experts 


1131 pages, 5 x 8 
flexible 
illustrated 
$5.00 


Here is a complete 
guide to the design, 
operation and main- 
tenance of electric 
systems, covering 
every phase of the 
subject from the gen- 
eration of electricity 
to its distribution. 


Thorough; Practical 


The book answers 
the demand for a 
practical handbook 
which will tell the 
story of the electric 
system as a whole— 
beginning with the 
fundamentals of elec- 


ELECTRIC 
SYSTEM 
HANDBOOK 








Section Headings 


- Electrical Energy and 
Its Transmission 
Auxiliary Electrical 
Equipment. 
Switchboards 
Motors 
Generating Stations 
The Transmission Sys- 
tem 
Alternating Current 
Substations 
Railway. Substations 
Direct Current Substa- 
tions for Light and 
Power 
. Distribution 
Protection of Electrical 
Apparatus, Circuits and 
Systems 
12. Inspection and Main- 
tenance 
13. Electrical 
Tabl 


ables 

14. Standard Definitions of 
Electrical Words and 
Terms 


22 4 eyey ~ 


Engineering 











tricity and generation and carrying on through 
transformation, transmission, power lines, de- 
sign, construction, operation, repair, inspection 
substations, etc. The text is written in the 
language of the everyday workman. Higher 
mathematics is entirely omitted and all tech- 
nical expressions are fully explained. 


PUBLIC UTILITIES 
FORTNIGHTLY 


is read every other week by the key 
men in the utility industry. Keep 
your name before them by being a 
regular advertiser in our Professional 
Directory. 








Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


Rates Will Be Sent R 
oe ie Sout Ui pers Maquect MUNSEY BLDG., WASHINGTON, D. CG 
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ES YOUR INSULATION INVESTMENT 
~ PAY A FUCCE RETURN? 


ON FURNACES where insulation is FOR TEMPERATURES UP TO 600° F., 
equired to resist temperatures up you save by using J-M 85% Mag- 
‘0 1900° F., J-M Superex is widely nesia. For years the standard ma- 
ecognized as the most efficient terial for insulating power-plant 
block insulation available today. equipment and steam lines, it com- 
undreds of installations prove its bines light weight with permanently 
ong life and low maintenance. high insulating efficiency. 


HOW MUCH MONEY you spend on fuel depends to a large 


extent on the answers to these two questions: 
Are you using the correct insulating materials? 
Are they applied in the correct thicknesses? 


To assure every saving possible with insulation, it will pay 
you to call in a J-M Insulation Engineer. Let him study 
your requirements . . . his specialized technical training and 
experience will help you trace down and correct sources of 
heat waste that may otherwise go unnoticed. 


From the complete line of J-M Insulations, he can reco 
mend exactly the material you need for greatest efficiency ON SUPERHEATED STEAM LINES, Johns- 
7 Manville Superex Combination Insula- 


... exactly the thickness you need for maximum returns. tion provides an effective safeguard 
P . : against costly heat waste. Built up of an 
For full details on this helpful service and facts about the nner layer of Superex and an outer layer 


complete line of J-M Industrial Insulations, write to Johns- of 85% Magnesia, this combination 
assures maximum heat resistance and 


Manville, 22 East 40th Street, New York, N. Y. insulating efficiency. 


Ul Johns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY TEMPERATURE...FOR EVERY SERVICE... 


Superex ...85%: Magnesia... JM-20 Brick... Sil-O-Cel C-22 Brick ...Sil-O-Cel Natural Brick... 
J-M No. 500 Cement... Sil-O-Cel C-3 Concrete... Marinite 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 





OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detrolt Montreal Toronto 
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 pecguyed of push button con- 
trols, on the master control panel 
shown above, makes possible the accu- 
rate study and observation of any line 
in an a-c network system under varying 
operating conditions. This is the heart 
of the Westinghouse network calcu- 
lator for system study—the world’s 
largest. Projected systems can be set up 
in miniature and operated, generators 
can be added, faults applied, and lines 
opened — much the same as in actual 
practice. By use of this calculating 
equipment power companies are sav- 
ing thousands of dollars every year. 
WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST PITTSBURGH, PA 









Westinghouse 


